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ORIGIN AND HISTORY 


Early in the existence of REA it developed that the utilities zenerally 
were not interested in borrowing federal funds for rural electrification. 
It was decided then to organize cooperatives among the farmers in differ- 
ent parts of the country and make loans to them for this purpose. It 
soon became apparent that in addition to providing assistance during 

the organization and construction of the cooperatives’ properties it 
would be necessary also to render guidance in handling the problems of 
Operations. These questions were first handled through an Operating 
Committee. By the fall of 1937 the volume of work handled through this 
committee had grown to such an extent that the Division of Operations 
Supervision was established. In May, 1939 this division was combined 
with engineering under the Engineering and Operations Division. In 
December 1940 the Engineering and Operations Division was replaced by 

the Cooperatives’ Operations Division, the Design and Construction Division 
and the Technical Standards Division. 


When established the Cooperatives’ Operations Division was made unprofr 
Seven sections. The Operations Engineering Section was divided into 

ten regions which served as the contact between this division and the 
borrowers, and handled all problems of operations in collaboration with 
the other six sections which furnished assistance on tax, rate, insurance, 
safety, equipment purchase, cooperative education and mapping matters. 


Time has brought about several changes in the organization of the division. 
The Cooperative Education, Tax and Mapping Sections have been a bolished 

or transferred to other divisions. The Insurance and Safety Section has 
been divided and Labor Relations has been added tc Safety. A Systems? 
Performance Section has been added. However, the rerional offices still 
constitute the nucli of operations. 


The crganization of cooperatives to effectuate the objectives of the REA 
Act presented different problems to REA than loans to established com- 
panies. The trustees of these cooperatives in the main being farmers, 
had little knowledge of organization, construction and operation of rural 
slectric properties. Instead of dealing with several large established 
utilities REA was faced with the responsibility of furnishing advice and 
assistance in all phases of several hundred cooperatives! activities. 

As a mortgagee REA was interested in the efficient and economical nanere- 
ment and operation of the properties of these borrowers with the ultimate 
aim of securing the return of the monies loaned. 


After the objective of bringing service to the farm has been attained 


there remain many important problems which constitute the essence of 
operations, The extent of these problems is reflected in the scope of 
the activities of the Cooperatives’ Operations Division. These activi- 
ties naturally fall into two general categories, business management 

and operations engineering. In the last analysis they involve combin- 
ing sound engineering judgment with a thorough knowledge of the economics 
involved, -= an inseparable combination in this business. The Coopera- 
tives’ Operations Division is charged with the responsibility of super- 
vising the operations of the borrowers in order to bring about repayment 
of their loans. In discharging this responsibility controls have been 
devel oped to permit this division to determine those activities which 
must be emphasized on the individual borrower in order to bring about 
the most economical and efficient operation of its property. Roughly 
these are divided into Financial, Technical and Management controls. 


The barometer of the financial control is the system's ability to meet 
its debt service requirements. This ability is determined from the 
regular plotting of the revenues, expenses and income of the borrower 
&8 compared to its debt service obligations. The trends evidencedfrom 
these records determine the appropriate action. 


The indices of the technical control are the regular records prepared 
from the major operating data supplied by the borrowers. As the need 

is indicated by these records the proper action is taken to assure main- 
tenance of adequate service to the consumers. 


Management control requires the integration of all pertinent data in- 
cluding both the financial and technical controls. Where required 

steps are taken to bring about the establishment of acceptable standards 
of management policies and practices. 


During the present period of greatly reduced personnel, throvch the 
use of these controls and the division of the borrowers into three 
general classifications, (1) those earning maximum debt service, (2) 
those earning present debt service and (3) those not earning present 
debt service, it has been possible to maintain the degree of supervi- 
Sion required for each individual borrower. 


To provide even the minimum of supervision under this system of control 
it is felt that all of the borrowers should be contacted in the field 
at least twice a year. Additional visits are necessary in the case of 
those borrowers who are not earning present debt service in an endeavor 
to improve their financial condition, and also, in the case of those 
borrowers who are earning only present debt service requirements in 
order to maintain a favorable financial position. The recent rapid 
acceleration in the loss of personnel together with the inability to 
Secure competent replacements has made this impossible in some regions 
with consequent danger to the borrowers’ financial condition. 


A detailed statement of the functions and activities of the Cooperatives? 
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Function 1, 
Activity 1. 


IL 


Integration of Engineering end Technical Advice: 
Analysis of current technical data. 
Details of Activity. 


Ae The nature and scope of this activity are to keep 
abreast of engineering and other technical practices 
of operation, maintenance, and continuous, ordinary 
load building of rural electric systems in order to 
be able to advise the borrowers with respect to such 
matters. 


B. Cooperatives’ Operations Division handles this 
activity, through its Regional and Sectionel offices. 


C. ‘This activity was undertaken to bring to the borrowers 
the benefits of the latest developments in engineering 
and other technical practices in order to secure the 
most economic and efficient operation of their pro- 
perties. 


D. This activity is as old as REA itself and there have 
not been any changes in its handling. 


E. None. 


FP. This activity has no relation to the age or financial 
condition of the borrowers. 


G. The accomplishments of this activity are reflected 
in the results of the work of this division. This 
activity stems from the REA Act and the mortgare 
relationship. 


III. This activity should be continued since it is essential 


that the staff keep abreast of all developments in the 
electric field. It is suggested that much improvement 
could be effected in this direction by holding reguler 
monthly meetings of the technical staff of REA at which 
preassigned subjects would be discussed by some member 
of the staff and all other members would be given an 
Opportunity to discuss the author's data and conclusions. 
For purposes of these meetings the staff should be 
divided into three groups, engineering, business and 
“accounting, and legal. All subjects should be presented 
in the form of a written paper which should be duplicated 
and made available to all members of the staff prior to 
the meeting. Also all discussions should be presented 
in writing and should be duplicated and distributed to 
the staff. Attendance at such moetings should be made 
obligatory. 


Function 2. 
Activity 1. 


d 


5 ie 


Review of Construction Plans and Specifications. 


‘Membership on Technical Standards Committees 


Details of Activity 


A. The nature and scope of this activity are to serve 
&S members of Technical Standards Committees: A> 1B, 
and G pursuant to General Order No. 159 and the 
Regulations and Procedire for Technical Standards 
Committees dated April 5, 1942, 


B. Cooperatives’ Operations Division, Technical Stan- 
dards Division, Design and Construction, Applications 
and Loans and the Administrator's Office are engared 
in this activity.. 


C. This activity was started to develop and maintain 
&ppropriate and uniform technical standards pertain- 
ing to materials and equipment used in the construc- 
tion, operation and maintenance of borrowers‘ systems. 


D. The activity has changed from an informal organiza- 
tion under the old Engineering and Operations Division 
to a formal set-up under a General Order of the 
Administrator. 


E. Experience gained from the work of the first committees 
indicated that a formal organization was desirable. 


F. This is a staff activity and has no relation to ace 
nor financial condition of the borrowers, 


G. This activity has resulted in setting up standards 
for material and equipment used in line construction, 
operation and maintenance and has devaloped improved 
plans and specifications for line construction, all 
to the end of reducing costs, improving service and 
increasing safety. This activity is a mortgaror-= 
mortgagee relation and stems from the authority of 
the Administrator under the REA Act. 


This activity should be continued and should receive in- 
creased emphasis to improve standards of materials and 
equipment and to improve design with a view toward reduc- 
ing costs of operation, bettering service continuity; and 
quality, and increasing safety. This is an activity which 
does not lend itself readily to a borrower's agency, and 
none exists to handle it. 


Function 2. Review of Construction Plans and Specifications 


Activity 2. Plans and specifications for construction of borrowers’ 
systems. 


Il. Details of Activity. 


A. 


The nature and scope of this activity are to review 
and record a judgment on the plans and specifica- 
tions for construction of the borrower's facilities, 
prior to authorization of construction, from the 
viewpoint of functional operating design and inte- 
gration with existing facilities. 


Cooperatives’ Operations Division handles this 
activity. 


This activity was started to give this Division an 
opportunity to make recommendations with respect 

to a borrower's system and other facilities commen- 
surate with its responsibility for payout of the 
loan made to the borrowers. 


There have been no changes in the performance of 
the activity. 


None. 


Age of financial condition of the borrower ddes not 
affect the scope of detail of this activity. 


This activity permits incorporation of past operating 
experience into the design of the borrower's systems. 
This is a staff activity stemming from the REA Act. 


III. This activity should receive increased emphasis to the 
end that economic operation of the borrowers’ systems 
may be achieved. This is a staff activity and camnot be 
performed by the borrowers. 


Related Activities: 


i. 
2. 
de 
4. 
‘5. 


Acquisitions - Rehabilitation 
Line relocation and removal 
Extensions 

Alterations and improvements 
Force Account Construction 


Function 3. 
Activity 1. 


il. 


Ts ° 


Systems Operating Performance 
Meter Testing 
Details of Activity 


A. The nature and scope of this activity are to instizate 
programs of meter inspection, testing, and repair by 
the borrowers to assure reasonable accuracy and there- 
by improve member relations. 


B. The Coopsratives' Operations Division handles this 
activity through its Regional offices. 


C. This activity was started to protect the borrowers 
against loss of revenue and to assure the member his 
full measure of service. 


D. Efforts to secure technical help for the borrowers 
to test and repair meters on a contract basis have 
been abandoned. 


E, With the advent of the war it was deemed inadvisable 
to pursue this part of the work further. 


F. 1. On new borrowers? systems it is necessary to 
start a program of inspection immediately but 
& program of routine testing is not necessary 
until the property is about four years old. 

2 and 3. The necessity for this activity has no 
relation to financial condition of the borrowers 
but is an activity which is dependent on the 
age of the system. 


G. This activity has resulted in the borrowers undertaking 
programs of routine inspection, testing and maintenance 
of meters, thereby improving member relations. This 
is a mortragor-mortragee relationship, 


This activity should be continued and will require greater 
emphasis as the age of the Systems incrsases. The atti- 
tude of the borrowers is svidencel by the widespread 
purchase of meter testing equipment under the proup pur- 
chase plan. 


' Function 3. Syetems Operating Performance 
Activity @. O11 testing 
II. Details of Activity 


A. The nature and scope of this activity are to 
inaugurate programs cf inspection and testing 
of oii used in substation and large distribu-~ 
tion transformers, remulators, oil circuit 
breakers and similar apparatus to improve con- 
tinuity of service and reduce expenaes. 


B. Cooperatives’ Operations Division handles this 
activity. 


C. This activity was started to prevent the loss of 
expensive equipment, thereby improving continuity 
of service and reducing operating expenses. 


D. No changes have been made in the handling of this 
activity. 


E. None. 


F. These programs should be undertaken by the end of 
the first year of operations and have no relation 
to financial status. 


G. This activity has prevented failures of expensive 
equipment and has improved continuity of service 
and has decreased expenses of operation and main- 
tenance. This is a mortgagor--mortgagee relation- 
ship. 


Jil. This activity should be continued and will require greater 
emphasis with increased age of the borrowers' facilities 
in order to lengthen equipment life and keep operating 
expenses to a minimum. The borrowers have not developed 
an agency to perform this activity, but it lends itself 
readily to handling among small groups of contiguous 
borrowers with the advice and assistance of REA. The 
borrowers have requested our assistance and advice on 
this work in many instances and have cooperated fully in 
carrying out our suggesticns. 


Function 3. Systems Operating Performance. 
Activity 3. Operating Budgets 
II. Details of Activity 


A. The nature and scope of this activity are to review 
e and assist the borrowers with the preparation of 
budgets of operating expenses and revenues with a 
view toward increasing the efficiency of operation 
and the formulation of programs to improve use of 
electric service by the members for the purpose of 
increasing gross revenue. 


B. Cooperatives' Operations Division handles this 
activity. 


C. This activity was started to reduce operating ex- 
penses, improve operation and maintenance, and in- 
crease gross and net revenue, thereby assuring 
payout of the borrower. 


D. Formerly, the operating budgets were prepared in 
the regional offices and were submitted to the 
borrowers for their review and adoption. These 
operating budgets were prepared quarterly. As the 
systems sained experience with the use of the budget, 
they undertook the preparation, and this activity . 
was changed from a quarterly to a semi-annual basis. 


E. When experience with the use of operating budgets 
has demonstrated their value, the preparation is 
shifted to the borrowers, changing our function to 
one of review and approval. Mxperience indicated 
that a semi-annual budget period was better than a 
quarterly one. 


F. 1. In the case of new borrowers the first budrets 
are prepared by Cooperatives! Operations Division 
until sufficient experience with their use has been 
gained by the system. 
¢. Where borrowers sre experiencing difficulties 
as to payout, particular emphasis is given to reducing 
expenses and improved operating efficiency and to the 
formulation of programs to increase revenue. 
3. Where existing borrowers are not experiencing 
financial difficulties, emphasis is given to preventive 
maintenance and increased consumer use of electric 
service. 


G. This activity has resulted ina general decrease in 


IItI. 


operating expenses of the borrowers and hes brougnat 
about the introduction of more efficient operating 
methods, as well as effecting a substantial increase 

in the use of electric service and the net revenve of 
the borrowers. This is a mortgagee--mortgagor relation- 
ship. 


This activity should be continued and increased emphasis 
Shovld be placed on the use and value of the operating budget. 
A revised detailed set of instructions on the preparation 

of the operating budget should be prepared laying particular 
emphasis on scheduling of routine operations and maintenance 
items and illustrating the use of the budget to improve 
Operating efficiency. These instructions should set forth 

the basic data which the cooperative must maintain in order 

to prepare a budget. They should explain how to prepare 
estimates of average KWH use, number of consumers, total 
energy sales and total purchases, They should include ex- 
planations of how to arrive at the average bill per consumer 
once the average KWH use per consumer and number of minimum 
bills has been determined. These instructions should outline 
the methods to be followed in preparing estimates of operating 
©xpenses from man-hour work schedules of tree trimming, hard-— 
ware tightening, meter testing, ground testing, oil inspection 
and other items of routine operation and maintenance, while 
making provision for deferred maintenanes and emergencies. 

As the systems become older, provision should be made for 
ultimate replacement of obsolete and worn out material and 
equipment. 


This activity is one which cannot be handled by the borrowers 
on a group basis. Each borrower's system presents indi vidual 
operating problems under varying circumstances and conditions 


and must be handled on an individual basis. 


The attitude of the borrowers toward the preparation of the 


operating budget is a good index of the calibre of the Manager. 


Where the Manager appreciates the value of the budget as an 
operating tool, its acceptance has been gratifying. Where 
the budget preparation is relegated to subordinate personnel, 
we find a lack of appreciation of its value by the Manager, 
usually accompanied by extravagance and inefficiency. 


Function 3. 
Activity 4. 


Il. 


iit. 


Systems Operating Performance. 


Monthly Operating Reports 


Detail of Activity 


A, 


The nature and scope of this activity are to review 
borrowers’ monthly operating reports, prepare analy- 
sis of the system operations with a view toward es- 
tablishing more efficient management, and determine 
action necessary to bring about or continue a payout 
basis for loans made. This activity embraces the 
study of operating expenses, administrative costs, 
taxes, insurance, collection policies, load building, 
etc., all to the end of improving the effialeney of 
operation. 


Cooperatives! Operations, Finance and Management 
Divisions handle this activity. 


This activity was started in order to brings about 
more efficient operation of the borrowers‘ properties. 


All accounting aspects of review of the operating re- 
ports has been transferred to the Finance Division. 
Formerly, this review of the reports for accounting 
accuracy was made by the Management Division and the 
borrowers were advised of the necessary adjustments 
by Cooperatives! Operations Division. 


These changes were effected to bring all phases of 
accounting under one division. 


More detailed attention is necessary on new borrowers 
and those encountering financial difficulty than on 
those well on their way to payout. 


This activity has improvedthe financial condition of 
the borrowers and has resulted in more efficient 
operations. This activity results from the mortgagee-- 
mortgagor relationship. 


This activity should be continued. Certain operating data 
which now must be obtained through correspondence and 
field reports should be added to the monthly operating 
report in order to improve handling this activity. It 

is a staff activity essential to the mortgagee and cannot 
be handled by an agency of the borrowers. 


11 


Function 4. 


Fiscal Analysis 


Activity 1. General Financial Condition 


ide 


Liv. 


Detail of Activity 


A. 


G. 


The nature and scope of this activity are to main- 
tain continuous records of the financial condition 
of the borrowers and keep them informed with respect 
to debt service requirements, adequacy of general 
funds to meet current obligations, disposition of 
funds in excess of current cash requirements, pro- 
tection of deposits, rescheduling of notes, and 
prevention of defaults including recommendations 

for deferring interest and principal payments. 


Cooperatives' Operations Division, Finance Division 
and the Solicitor's Office are engaged in this 
activity. 


This activity was undertaken to keep the Administrator 
continuously informed as to the payout status of the 
borrowers. 


Practically all of the 20-year notes have now been 
reschediled to a 25-year basis. At cresent re- 
scheduling of the date of payments on all notes is 
being undertaken to secure uniformity. 


The work on rescheduling to the 25-year basis is 
practically complete and the reschediling to uniform 
payment dates was undertaken to ease the borrower's 
work load. 


Most of the detail work under this activity is carried 
on for all borrowers with greater emphasis on those 
borrowers encountering difficulty as to payout. 


This activity has prevented defaults, has promoted 
advance payments and purchase of war bonds, has 
resulted in rescheduling most of the 20-year notes 
to a 25-year basis and has improved generally the 
finanoial condition of the borrowers. This is a 
mortgagor--mortgagee relationship. 


This activity should be continued, shifting emphasis 
from time to time as required to continue or bring about 
payout by the borrowers. This is a natural staff 
activity of a mortgagee which should not be carried on 


12 


by an agency set up by the borrowers. 
Related activities 
1. Monthly Operating Reports. 


2. Operating Budgets. 


13 


Function 5. System Personnel 
Activity 1. Seleotion and approval of Managers. 
Ii. Detail of Activity 


A. The nature and scope of this activity are to advise 
and assist the trustees of the borrowers in the 
procedure to be followed in the selection of quali- 
fied Managers; to make recommendations to the 
Committee on Approval of Superintendents and 
Managers concerning the borrower's selection; to 
observe and evaluate the performance of Managers 
and make recommendations with respect thereto; to 
make recommendations to the Administrator concern- 
ing proposed changes in salaries of borrowers’ 
Managers; to advise and assist the trustees concern~ 
ing Managers' salary adjustments; and to prepare 
letters advising the borrowers of action taken with 
respect to proposed changes in Managers’ salaries. 


B. Cooperatives’ Operations Division is encased in 
this activity. 


C. This activity was started to assist the borrowers 
in securing Managers qualified to. supervise the 
operation of an electric property in order to 
assure payout. 


D. Formerly, all matters regarding the approval of 
Managers and changes in Managers' salaries were 
handled by Cooperatives’ Operations Division pur- 
suant to direction of the Administrator. Approval 
of Managers is now handled directly by the Adminis- 
trator pursuant to advice from the Committee on 
Approval of Superintendents and Managers. This 
change was effected in July, 1942. Since September, 
1945 action regarding the approval of changes in 
salaries has been taken by the Administrator upon 
recommendation from Cooperatives’ Operations Division. 
This Division advises the borrowers of such action. 


E. These changes were made to bring about a closer 
cooperation of the Line Divisions in approving 
Managers. 


F. Age and financial condition of the borrowers are 
both important factors in carrying out this activity 


cB ae 


giving varying emphasis in accordance with the 
State of payout end the qualifications of the man. 


This activity has avoided the selection of unquali- 
fied Managers and has tended to eliminate personal 
considerations, family relationships and political 
recommendations. The activity is one arising out 
of the loan contract and the mortgage. 


This activity should be continued to assure the em 
ployment of qualified personnel on a business basis. 
This is a staff function of a mortzagee which cannot 
be handled by an agency developed by the borrowers. 
The attitude of the borrowers has been favorable to 
our work under this activity except in those few 
instances where the Board has attempted to subordinate 
the welfare of the borrower to other than business 
interests. Se 


it is suggested that the application form now in use 
be revised to give more information concerning the 
applicants! background and experience. The Boards 
should be required to certify in connection with 
each applicant that they heave made an investigation 
of at least three personal references and heave found 
such references satisfactory. 


It is recommended that the Committee on Approval of 
Superintendents and Managers should hold regular 

weekly meetings and in all cases the committee should 
consult the Regional Operations Engineer, or his assis- 
tant, before making recommendations to the Administrator. 


It is felt that ad ption of these suggestions will 
facilitate handling of this activity, particularly by 
the committee, and will result in securing Managers 
better qualified to operate the borrowers? properties. 


15 


Function 5. 
Activity 2. 


Les Ge 


iil. 


System Personnel, 
Manaserial Training 


Detail of Activity 

A. The nature end scope of this activity are to 
formulate programs for the guidance and assistance 
of Managers through Operations Memoranda, corres- 
pondence, field contacts, and headquarters visits. 


B. Cooperatives’ Operations Division is engaged in 
this activity. 


C. This activity was started to improve the handling 
by the Managers of their functions and to secure 
uniformity of operating practices and methods. 


D. Formerly, regional conferences of the Managers were 
held at REA headquarters. This has riven place to 
individual visits to REA headquarters in accordance 
with a program formulated by the Administrator's 
office. 


E. This change has been effected to conserve trans- 
portation facilities during ths war. 


F. The emphasis of this activity is placed on the 
Manager himself rather then the borrower. Head- 
querters visits are most important in the case of 
new Managers. Borrowers in financial difficulty 
are given more attention through field contacts. 


G. This activity has improved the quality of management 
of the borrowers and stems from the mortgage and the 
loan contract. 


This activity should be continued due to the hich turn- 
over in personnel during the present emergency and will 
require increased emphasis as the number of borrowers 
is expanded. This is a staff function of the mortgagee 
and is not within the scope of an azency of the borrow- 
ers. The attitude of the borrowers to our handling of 
this work has been favorable. 
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Function §., 
Activity 3. 


iI. 


Iii. 


System Personnel 


Subordinate Personnel 


Detail of Activity 


Ae 


The nature and scope of this activity are to advise 
and assist the borrowers in the selection and 
training of qualified subordinate employees, through 


‘the media of general memoranda, correspondence and 


field contact. 


Cooperatives’ Operations and Finance Divisions 
handle this activity. 


Experience indicated the need for this assistance. 


No changes have taken place. 
None 


The emphasis of this activity is on the employee and 
the needs and lecation of the system rather than on 
the ase or finsneial condition of the borrowers. 

The location of the borrower has a very important 
bearing on the detailed work under this activity. 
Lack of sanitary facilities, living accomodations, 
and desirable social surroundings makes the problem 
of securing adequate personnel in the out~-of-way 
rural communities a serious one. 


This activity has helped to secure better qualified 
personnel, particularly on the small systems. It 
stems from the general interest of the mortraree: 
in the operations of the borrower. 


it is essential that this activity be continued since 
qualified personnel is increasingly difficult to secure. 
Continual requests trom the borrowers for assistance 
indicates an anpreciative attitude on the part of the 
borrowers. 
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Function 5. System Personnel 
Activity 4. Attorneys and their Duties 
II. Detail of Activity 


A. The nature and scope of this activity are to sive 
the borrowers such assistance and advice as required 
in the selection and hiring of attorneys; to colle- 
borate with the Office of the Solicitor on choice 
of attorneys; to make recommendations with respect 
to need for an attorney and the retainer to be 
paid; and to advise the systems concerning resular 
duties of the attorney covered by the retainer fee. 


B. CGooperatives' Operations Division and the Office 
of the Solicitor are engaged in this activity. 


C. This activity was started to assure the borrower of 
adequate lesal representation in the conduct of its 
business for a commensurate fee. 


D. No changes’ have been made in this activity. 
E, None, 


F, The scope and detail of the activity are not affected 
by the age or financial condition of the borrowers. 


G. This activity has established uniformity in the 
handling of the borrower's legal representation on 
an equitable basis. It arises from the ceneral 
interest of the mortgagee in the operation of the 
borrower's property. 


ZII. This activity should be continued and is particularly 
important at this time because of the turn-over of attor- 
neys due to the present emergency. This is a staff 
activity of a mortgagee and should not be handled by 
an agency organized by the borrowers. The reaction of 
the borrowers on this activity has varied but, where 
unfavorable, it usually stems from some personel matter. 


Related Activities 


1. Organizational Responsibilities. 


Function 6. Review of Allotments 


Activity 1. Allotment Recommendations 
II. Details of Activity 


A. The nature and scope of this activity are to re- 
view and record judgments and reasons therefor by 
memoranda as to the adequacy of the plans and the 
allotment. 


B. Cooperatives’ Operations and the Design and Con- 
structions Divisions are engaced in thia activity. 


C. This activity was started to give Cooperatives’ 
Operations Division an opportunity to make recom- 
mendations with respect to a borrower's system 
and other facilities commensurate with its res- 
ponsibility for payout of the loans made to the 
borrowers. 


D. This activity was inaugurated by the Administrator's 
memorandum of July 24, 1942, entitled Organizational 
Procedures. Generally, an opportunity to review 
the allotment packets and record our judgments and 
reasons therefor has not been afforded this division. 
This division's copy of the Administrative Order is 
in most cases the first indication that an allotment 
was being made, 


E. This is explained above. 


FP. This activity should cover all allotments rerardless 
of age or financial condition of the borrowers, 


q3 
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Sulficient oppertucity hes not been afforded for 
Punetioning of this activity to show an accomplishment. 
Howaver, a number of iastances can be recited to show 
Where this privilece, if grated, would have promoted 
economy in the Lorruwer's future operation, thereby 
increasing the feasibility of further expansion. 

This activity arises from the previsions of the RE Act 
and the duty of the Administrator thereunder. 


JII. This activity should be given increased emphasis and 
should include ail allotinents. It is ous recomiendetion 
that no funds be alloted unless the allotment packet 
contains a memorandum of si:is division recording cur 


Judgments and reesons therefor. This would permit 
the incorporation of the benefits derived from the 
accumulated experience of REA borrowers into future 
allotments and thus assure economic operation and 
payout of the loan. This is particularly true in 

the case of acquisitions. This activity will benefit 
the borrowers. 


Related Activities | 


1. Plans and Specifications for Construction of 
Borrower's Systems. 


pomnoriorcars: 
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Function 7. 


Il. 


Systems Headquarters Facilities and Equipment 


Borrowers Headquarters Buildings 


Details of Activity 


A. 


The nature and scope of this activity are to ad- 
vise and assist the borrowers in securing suitably 
located, adequate and attractive headquarters 
facilities either by rental, purchase, or construc- 
tion, including alteration and maintenance thereof, 
as the borrower's financial condition permits. 


With respect to rental, Cooperatives’ Operations 
Division handles this activity entirely to the 
point of transmitting the lease to the Solicitor's 
Office, with recommendation to the Administrator 
that it is satisfactory as to operations. 


With respect to purchase, Cooperatives’ Operations 
carries the activity to the point of making recon- 
mendations to Applications and Loans Division and 
the Deputy Administrator, jointly, that the pur- 
chase be consummated. 


In the case of construction, Cooperatives’ Operations 
Division handles this activity to the point of 
recommending construction of a building to Applica- 
tions and Loans and the Deputy Administritor, 
jointly. After approval, construction is handled 

by the Design and Construction Division. 


This activity was started to establish a general 
plan to assure suitable and attractive headquarters 
for the conduct of the borrower's business and to 
make the borrower's building outstanding in the 
community. 


No changes have taken place. 
None. 


1. Initiate the selection of a sniteble and ade- 
quate headquarters building and site by the borrower. 
2. Review information subnitted to determine 
whether to rent, buy or construct -headquarters 
building ard meke recomendations to borrower. 

3. Where borrower decides to rent, review lease 

and transmit te Solicitor with recommendations. 


21 


sacle 


4. Where borrower decides to purchase, deter- 
mine suitability and adequacy of proposed pur- 
chase and make recommendations to the Applica- 
tions and Loans Division and the Deputy 
Administrator. 

S. Where purchase is contemplated, we advise 
the Solicitor so that title may be secured. 

6, Where borrower decides to construct building, 
determine suitability and adequacy of type and 
location of building and make recommendations 

to Applications and Loans and the Deputy Admin- 
istrator with respect thereto. 

7. Where construction is approved, we advise 
the Solicitor sc that title may be secured. 

8. Keep records concerning headquarters facili- 
ties of borrowers. The age and financial condi- 
tion does not alter the scope and detail of 

this activity although both are factors which 
must be considered in determining whether to 
rent, purchase or construct a building. 


This activity has improved the quality of the 
borrowers’ headquarters, has resulted in the 
formulation of standards of functional design 
and has held the cost of adequate headquarters 
to a minimum. This activity arises from the RE 
Act and the mortgagee-mortgagor relationship. 


This activity should be continued and when conditions 
permit greater emphasis should be given to construc- 
tion of modern headquarters buildings in order to 

secure improved, adequate and distinctive facilities. 
This is particularly desirable in the smaller communi- 
ties. This is a mortgagee staff activity not amenable 
to being carried on by an organization of the borrowers. 
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Function 7. 


Activity 2. 


ii. 


Lice 


Systems Headquarters Facilities and Equipment 


Headquarters Equipment and Fixtures 


Details of Activity 


A. The nature and scope of this activity are to ad- 


Vise and assist the borrowers in securing suitable 
and adequate office furniture and equipment, signs, 
communication facilities, and power service. 


B. Cooperatives’ Operations Division handles this 
activity. 

C. This activity was started to see that the borrower 
had sufficient headquarters equipment and facili- 
ties to conduct its business economically. 


D. No changes have taken olace in the performance of 
the activity. 


E. None. 


F, 1. Make recommendations to the borrowers regarding 


proposed purchases of equipment and facilities to 
be used in the operation of their business. 

&. Review and approve requests to purchase head- 
quarters furniture, equipment, and facilities. 

$. Give assistance to borrowers through field 
personnel in the selection and use of headquarters 
equipment and facilities. Much more emphasis is 
given to this activity on new borrowers ‘ systems. 


G, This activity has assured the borrowers of adequate 
headquarters equipment necessary to carry on their 
business economically and has prevented the purchase 
of expensive and little used facilities. This is a 
mortgagee-mortgagor relationship and is required 
under the loan contract. 


We recommend that the activity be continued to keep 
expenses at a minimum and secure the most economical 
operation of the borrowers. As an example, under nre- 
sent war-time conditions, new equipment cannot readily 
be purchased. In a recent case, a second-hand or 
rebuilt calculator was offered to the borrower by a 
rebuild agency at a price equal to or freater than that 
for new equipment. When the General Plant Work Order 
was received covering this item, we were able to check 


Las) 
€4 


with the manufacturer to determine the fair 
value of this equipment and found that new 
equipment could be obtained at a lower price 
through compliance with WPB resulations. 


This is a staff function of the mortgagee and 
cannot be handled through group activities of 
the borrowers. 


These purchases are capital additions. In many 
oases they are made without our prior approval. 
Usually these purchases made without prior approval 
ere for equipment which is seldom used and is not 
necessary. This results in increased expenses to 
the borrower. There is a need for strengthening 
our control of capital expenditures. Perhaps this 
could be accomplished by extension of the group 
purchase plan. 
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Function 7. 
Activity 3. 


Big ke 


cB Is 


Systems Headquarters Facilities and Equipment 
Transportation Equipment 
Details of Activity 


A. The nature and scope of this activity are to 
advise and assist the borrowers in securing 
adequate transportation equipment and in the 
maintenance and operation thereof, including 
proper loading of trucks, and to review and 
approve proposed purchases of transportation 
equipment, including checking for compliance 
with applicable regulations. 


B. This activity is handled by Cooperatives’ Opera- 
tions Division, and the registration and trans- 
fer of title is referred to the Office of the 
Solicitor. 


C. This activity was started to see that the borrower 
obtained adequate transportation equipment con- 
sidering local conditions to assure maximum 
continuity of service at a minimum cost. 


D. Early in 1941 use of a General Plant Work Order 
was inaugurated to handle apr oval of purchases 
of transportation equipment and other general 
plant items on uniform basis. Previously there 
was no uniform method for handling this activity. 


E. This change was made to secure closer control over 
purchases of transportation equipment and to 
secure uniformity of handling. 


F. This activity applies to all new borrowers and 
existing borrowers as replacement or additional 
equipment is necessary, 


G. This activity has assured the borrowers of adequate 
transportation equipment while, at the same time, 
it has prevented the purchase of heavy, expensive 
and unsuitable equipment, thus assuring economical 
Operation. This activity is a mortzasee-mortrafor 
relationship and is required by the loan contract. 


This activity should be continued to give the individual 


borrowers the benefit of the combined experience of 
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all of the systems thus keeping operating expenses 
at a minimum. An example of recent experience was 
the purchase of a 1g-ton truck chasis on which the 
borrower proposed to install a heavy line t:;pe body 
with considerable additional line equipment costing 
in all about $4,100. Experience indicated this 
cooperntive had very little need for such equipment, 
and it was found the borrower alresdy had an adequate 
light line type bedy which could be installed on this 
truck. This resulted in a saving of about $3,000 
investment in unnecessary eqiipment. 


This is a staff function of a mortgagee and should 
not be handled through sroup activities of the 
borrowers. 


Our control over the purchase of transportation equip- 
ment should be strencthened. fFerhaps this could be 
accomplished by more specific enumeration in the loan 
contract and it is suszested that a manual be issued 
on the purchase and operation of transportation equip- 
ment which will include REA vsrocedure to be complied 
with in making such purchases. This should be treated 
Separately from similar memoranda on other items. 
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Function 7. Systema Headquarters Facilities and Equipment 


Activity 4. Tools and Measuring, Testing and Work Equipment 


Ii. Details of Activity 


A. 


The nature and scope of this activity'are to 
advise and assist the borrower in securing suit- 
able and adequate todls and measuring, testing 
and work equipment and to approve purchases of 
such equipment. 


Cooperatives' Operations Division handles this 
activity securing advice from Technical Standards 
Division as desired. 


This activity was started to provide adequate and 
necessary equipment, to promote safety, and to 
secure economy of operation. 


The general plant work order was inaugurated to 
handie approval of purchases of all general plant 
items including tools and measuring, testing, and 
work equipment on a uniform basis. Prior to 1941 
there was no uniform method of handling these 
approvals, 


This change was made to secure closer control over 
purchases of reneral plant items and to secure 
uniformity of handling. 


The greatest detail of this activity is performed 
on new borrowers, but attention must be riven to 
the expansion of exisiting borrowers and the re- 
placement of worn out and obsolete equipment. 


Accepted standard measuring and testing equipment 
has been made available to the borrowers at a reduc~ 
tion in cost through the Broup purchase plan. A 
standard of work tools has been established and 
instructions given for safe and efficient use of 
them. This is a mortcagee--mortgagor relationship. 


ww OO 


JIZ.. This activity should be continued as a staff function. 
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Function 8. 
Activity 1. 


pha 


Dit. 


Rates 
Power sources and Wholesele Rates 
Details of Activity - 


A. The nature and scope of this activity are to 
assist the borrowers in securing adequate whole- 
sale power supply and in nerotiating contracts 
therefor, and to advise and assist in the periodic 
determining of the adequacy of existing sources, 
making recommendations to the borrower and the 
supplier with respect thereto. 


B. Cooperatives’ Operations Division handles this 
activity through its regional offices and the 
rate section in collaboration with the Desifn 
and Construction Division and the Solicitor's 
Offise, 


C. To assure the borrowers of a continuous and ade- 
quate source of power. 


D. No changes have taken place. 
E. None. 


F, With new borrowers it is necessary to secure an 
adequate source of power for immediate needs. 
With existing borrowers the emphasis of the 
activity shifts to assuring continuation of an 
adequate power source. 


G. This activity has improved the quality and contin- 
uity of service rendered by the borrowers through 
an adequate power supply. By securing increased 
capacity and better voltage reguletion at the point 
of supply, expensive changes in the borrower's 
facilities have been averted. This activity arises 
from the mortgagee-mortgagor relationship. 


This activity should be continued, and with increased 
loading and expansion of the systems greater emphasis 
will be required. A typical example will illustrate 
the velue of this activity. Voltage reguistion on the 
system of one of our borrowers was particularly bad. 
This was traced to the low voltage feeder of the power 
company supplying the cooperative. A new wholesale 
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power contract was under negotiation and the power 
company was persuaded to construct a high voltage 
feeder to supply the cooperative which eliminated 
the voltage reguletion difficulties. Improving 
repulation and continuity of the wholesale power 
supply through this activity increases the system 
revenue. 


This activity requires centralized handling to secure 

uniformity of action. If this activity were carried 

on by an outside agency, it would be at a greatly 

"increased cost to the borrowers without decreasing the 

amount of work handled by the borrowers! personnel 

Since the basic data would be accumulated and assembled 

by the system. The borrowers’ appreciation of our 

efforts under this activity can be verified from letters 
in the files. 
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Function &. 
Activity 2. 


Il. 


Rates 


Retail Rates and Large Power Service 


Details of Activity 


As 


oy 


The nature and scope of this activity are to re- 
view and approve retail rates and to advise and 
assist the borrowers in the application of such 
rates and to approve proposed large power installa- 
tions subject to review and recommendation. 


Cooperatives' Operations Division handles this 
activity through the Rerional Offices and the 
Rate Section in collaboration with the Design 
and Construction and Applications and Loans 
Divisions. 


This activity was started to secure retail rates 
which would promote the use of electricity and at 
the same time secure uniformity in rates and avoid 
discrimination, ali to the end of assuring payout. 
The work with respect to large pover installations 
was undertaken to provide service to these loads 
on a sound financial basis without impairment of 
the service to existing members. 


No changes in the activity have taken place insofar 
as retail rates are concerned. In the early days 
of REA no provisions were made for handling large 
power services. When it became apparent that such 


services would have to be considered by the borrowers, 


definite steps were taken by REA to coordinate in- 
formation and advise the borrower concerning this 
type of business. 


The reasons for this change are states above. 


In the case of new borwwers large power consumers, 
who are members at the time of construction, are 
taken care of in the original construction contract 
while the emphasis on retail rates is on the review, 
approval and application, 


In the case of existing borrowers the emphasis on 
retail rates shifts to application cf schedules, 


giving much attention to preventinz discrimination 
and maintaining uniformity. The addition of larrce 
power installations must be considered not only 
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from the standpoint of finaneial return but 
also from their effect on the operation of 

the system as it then exists. Where borrowers 
are weil on their way to payout, consideration 
is given to rate reductions. 


G. This activity has tended to bring about uni- 
formity in rates and their application. Con- 
tinued increase in the use of energy is the 
best index of the value of this activity. This 
activity is a mortgagee-mortgagor relationship 
which is required by ‘the loan contract. 


III. This activity should be continued to assure payout 
of the borrowers while maintaining rates at the 
lowest possible level commensurate with sound opera- 
tion of the borrowers’ properties. Increases 
emphasis will have to be given to large power ser- 
vices if decentrslization of industry continues. 
This is a staff activity and is not adaptable to 
handling by the borrowers on a group basis. 


Related Activities 
1. Analysis of technical operations 
2. Work Orders 


5. Gooperative’'s development 
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Function 9. 
Activity 1. 


Il. 


Analysis of Technical Operations 


Material and Equipment Failures 


Detaila of Activity 


A. 


Ge 


The nature and scope of this activity are to 
review reports on failures of electric distri- 


bution material and equipment which are submitted 


by REA systems, field personnel or others with 
a view toward eliminating defects in equipment 
Which develop under field Operating conditions 
in order to reduce operation and maintenance 
costs, 


Cooperatives’ Operations Division, Technical 
Standards Division and the Desirn and Construc- 
tion Division are engaged in this activity. 


Repeated failure of materiale and equipment 
revealed the need for centralized handling of 
requests for replacement or redesign of such 
materials and equipment. 


This activity has changed from one of correlating 
data obtained through isolated reports received 
in the form of letters or field reports to the 
accumulation of information through standard 
equipment failure report forms. 


Experience indicated need for standardized form 
of reporting. 


Neither age nor financial condition of the borrower 
affect the scope and detail of this activity. 


This activity permits us to place before the manu- 
facturers studies of experience gained with their 
equinment Operating under actual field conditions 
together with recommendations and sugcestions to 
improve operating characteristics and reduce costs 
of operation. This activity has effected a general 
improvement in the equipment available for use on 
Yural electric lines and has resulted in a material 
financial saving to our borrowers and their members, 
This activity arises from the mortragee-mortraror 
relationship. 
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This activity should be continued and intensified. 
An increase in the number and size of REA systems 
indicates a need for accumulating more complete 
data on equipment now in use or equipment developed 
in the future. This activity will make a material 
contribution in the reducing of overall costs thus 
permitting extension of service into thinner terri- 
tory. 


The value of this activity is readily demonstrated 

by a few examples. Reports indicated an unusual 
number of failures of one manufacturer's meters due 

to lightning surges. Study of the problem in colla- 
boration with the manufacturer revealed the diffi- 
oulty to be one of defective insulation on the current 
coil of the meter. Reinsulation of the meter windings 
eliminated this. In another instance reports on one 
transformer manufacturer's product indicated excessive 
failures from lightning. Study of the problem revealed 
defective insulation which was correoted by the manu- 
facturer. in another case the reports on operation 
of one manufacturer's oil circuit reclosers revealed 
excessive failures. Changes in design and specifica- 
tions were made to improve this device. 


The borrowers have not developed any agencies to handle 
this activity. It is unlikely that the borrowers 

could develop an agency for handling this activity 

in a coordinated manner since the results of this 

work must be coordinated with RFA designs anc speci- 
fications and with REA operating practices. Carrying 
on of this activity by RFA retains the impartiality 
necessary to a realization of its objectives. 


As the results of this activity are not apparent 
immediately, all borrowers have not cooperated fully 
in submitting regular reports of equipment failures. 
Inclusion of a summary of equipment failures in the 
monthly operating report would insure more completa 
reports from the borrowers. 
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Function 9. 
Activity 2. 


Tl. 


iit. 


Analysis of Technical Operations 
Storm damage - Alleviation of 
Details of Activity 


A. The nature and scope of this activity are to 
render all possible assistance to the borrowers 
in case of unusually severe damage from storms, 
including dispatching field personnel to the 
system and securing eid from neighboring systems 
in the form of materials, transportation equip- 
ment, and skilled labor, in order to restore 
electric service to the stricken area as quickly 
as possible. 


B. The Cooperatives' Operations and Design and 
Construction Divisions handle this activity. 


C. This activity is undertaken as a necessary ad- 
junct of advising the borrowers on maintenance 
and restoration of service. 


D. There has been a reduction in the emount of work 
handled under this activity. 


E. Increase in the number of systems, and increased 
experience of the employees as well as greater 
cooperation between the borrowers has reduced 
the number of calls for assistance. 


F. New borrowers with less experienced personnel 
require more attention but storms make no dis- 
tinctions as to financial status. 


G. This activity has improved continuity of service. 
It arises from the mortgagee - mortzagor relation. 


This activity should be continued. The outstanding 
example of assistance given the borrowers in repair- 
ing storm damage is found in the ice storm in Texas 
in 1940. Experience indicates that cooperation 
among the borrovers is essential in this work. The 
appreciation of the borrowers for the assistance 
rendered under this activity is evidenced by numerous 
letters in our files. 
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Function 9. 
Activity $3. 


EDs 


a EY 


Analysis of Technical Operations 
Cutages 
Details of Activity 


A. The nature and scope of this activity are to re- 
view and analyze reports of outages which are 
submitted by REA systems, field personnel and 
others with a view toward determining and elin- 
inating the causes of such outages, thus reducing 
operating expenses and increasing revenue. 


Bb. Cooperatives Operations Division handles this 
activity. 


C. A natural feature of operations is to improve 
continuity of service. 


D. This activity has developed from sporadic revorts 
to REA to the maintenance of regular outage lozs 
-by the borrowers from which reports are made to 
REA and to our field representstives. 


Ee Experience indicated a need for a complete outare 
log in the borrowers office. 


f, Neither age nor financial condition affect the 
scope and detail of this activity. 


Ge From the information gained from reports of outages 
it has been possible to determine their causes ‘and 
Sugrest remedies therefor. This has resulted in 
increased operating efficiency, reduced operating 
costs and increased revenue through improved contin- 
uity of service. The relation is one of mortcaror- 
norigacee, 


This activity should be continued and intensified. It 
permits the accumulation of data to determine the cost 
of performing routine operating functions of restoring 
service, e.g. replacing high-voltage fuses on the 
electric distribution lines many miles from the borrow- 
er’s headquarters. Proper evaluation of this data has 
brought about a clearer understanding of the relations 
between design, fixed costs and operating expenses 


= 


resulting in the development of more efficient equipment 
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for use on rural distribution systems. An out- 
standing example of the results of this activity 
is the replacement of high-voltaze fuses with 
automatic oil] circuit reclosers to isolate the 
section of line where the trouble occurs thereby 
preventing interruption of service on the entire 
system. 


The borrowers haven't developed any agencies to cope 
with this work in a coordinated manner and it is 
doubtful that the borrowers can develop such an 
agency since this work must be coordinated with REA 
designs, specifications and operating practices. 


The attitude of the borrowers is indicated by the 
fact that keeping an outage log is a generally 
accepted practice and the borrowers have adopted 
our suggestions for reducing outages and are con- 
tinuing to ask for our assistance in this matter. 


Provision of space on the monthly operating report 
for a complete outage record would facilitate handling 
this activity. 
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Function 93, 


Activity 4. 


as 


HBB 


Analysis of Technical Operations 


Preventive Maintenance 


Details of Activity 


Ae 


Co 


The nature and Scope of this activity are to 
inaugurate programs of preventive maintenance 

on borrowers systems to insure that all electrical 
facilities comprising the system Operate at the 
highest efficiency. 


Cooperatives’ Operations Division is enzaged in 
this activity. 


Many years of Operating experience have resulted 
in the formulation of definite operntinge prac- 
tices, termed preventive maintenance, which reduce 
service failures and Operating expenses and thus, 
through improved continuity of service, increasing 
revenue, 


This activity has been intensified because of the 
increased need as the Systems became older. 


Trees and brush, originally cut along the rights 

of way have Grown back. Poles need tamping and 
Straightening. Conductors need slack pulled, 

Cross arms, insulators and hardware need attention. 
Transformers, lishtning arresters and meters after 
Several years service need inspection, Rezular 
attention to these and many other items constitute 
preventive maintenance. 


This progran Should be inaugurated on borrowers '* 
systems immediately after energization, This 
activity lends itself to all borrowers rerardless 
of financial condition. 


The activity insures continuity of electric service, 
reduces extra ordinary maintenance expenditures by 
devoting certain portions of the borrower's per- 
sonnel time regularly to this work and thereby in- 
creases the life of the property units. This 
activity arises out of mortcafor-mortzaree relations. 


Experience already gained by results of previously 
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inaugurated prozrams on borrowers systems has proven 
that this activity should not only be continued but 
intensified. The activity should be handled between 
REA and the borrower in such a manner as to take into 
consideration all local conditions peculiar to the 
areas involved. 


In one instance, failure to appreciate the need for 
preventive maintenance in an area of high wind 
velocity resuited in the loss to a borrower of 
approximately $1,100.00 from loose hardware. Early 
inspection would have disclosed this condition be- 
fore the danger point had been reached. 


{here are records of meny cases where routine hard- 
ware tightening would have prevented consumer com- 
plaints of radio interference. Following a program 
of preventive maintenance would have eliminated the 
excessive cost of radio interference location, and 


would have prevented loss of revenue and member sood 
will. The beat evidence of the borrower's acceptance 
of this program has been the almost universal adoption 
in whole or in part of our recommendations. 


The reports of our field representatives invariably 
include comments on the nature and extent of preven- 
tive maintenance work currently carried on. 
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Function 9, 
Activity 5. 


II. 


bids 


Analysis of Technical Operations 
Lightning Protection and Insulation Coordination 


Details of Activity 


4. The nature and scope of this activity are to 
advise the borrowers on methods and schemes for 
protection of lines and equipment from damage by 
lightning, including coordination of insulation 
of the lines and equipment to attain the best 
possible operation during storms and eliminate 
outages and interruptions to service. 


B. Cooperatives? Operations, Technical Standards and 
the Design and Construction Divisions are enrared 
in this activity. 


C. It is impossible to anticipate in original design 
@11 conditions to be encountered in the field. 
Experience gained through operstion reveals a 
need for changes and alterations in the methods 
and schemes of lightning protection as well as 
in the type of equipment used. 


D. A better understanding of the basic factors in- 
volved in this activity has brought about creater 
uniformity in the solutions of the borrovers' 
problems. 


E. RKstablishment of the Technical Standards Comnittees, 
accumulation of information on borrowers! operations, 
improved equipment, cooperation with the manufacturers 
and cooperation with n:tional technical societies 
have contributed materially to improved handling of 
this phase of our work. 


F. There is no difference in the application of this 
activity after energization of the system. 


G. .This activity reduces operating expenses and in- 
creases continuity of service. This is a mort- 
Eagee-mortzagor relationship. 


This activity should be contimued and intensified, 
Further expansion of the systems into thinner area will 
require improved equipment and methods of protection 


to reduce outages and expenses. An example of a 
change effected in the scheme of lightning pro- 
tection as a result of operating experience is 
found in the wide use of saps for protecting 
transformers in connection with oil circuit re- 
closers. 


The cooperatives have no agency to cope with this 
work. Continued requests from the borrowers for 
assistance with this problem indicates their general 
acceptance of and desire that we carry on this 
activity. 


Function 9. 
Activity 6. 


Ii. 


Analysis of Technical Operations. 


Sectionalizing Coordination | 


Details of Activity 


A. 


The nature and scope of this activity are to 
prepare or review studies to determine proper 
type of equipment and devices and the methods 
and scheme of operation to be used to eliminate 
undue outages from electrical or mechanical 
failures of lines and equipment, giving consid- 
eration to the relative costs of operation of 
the various methods and schemes of protection 
with a view toward obtaining a maximum of ser- 
vice continuity at the lowest overall cost. 


Cooperatives! Operations, Design and Construction 
and Technical Standards Divisions are enrared in 
this activity. 


This activity arose from the replacement of 
manually operated protection with automatic 
protection to improve continuity of service and 
reduce expensés, Proper operation of automatic 
protection equipment required thorough and care- 
ful studies of the electrical Characteristics 

of lines and equipment. 


The activity was begun by the old Engineering and 
Operations Division. When the Cooperatives 
Operations Division, Technical Standards Division 
and Design and Construction Division were estab- 
lished the work was carried on by the Cooperatives’ 
Operations Division with the assistance of Techni- 
cal Standards and Design and Construction where 
such assistance was required. By direction of the 
Deputy Administrator of October 8, 1943 the techni- 
cal phases of this activity have been transferred 
to the Design and Construction Division and the 
work of the Cooperatives? Operations Division in 
connection with this activity has been limited to 
expressing "a judgment as to the financial ability 
of each borrower......to finance adequately the 
study." 


From experience zained through the handling of this 
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IIie 


activity by RFA a detailed and simplified set 

_of instructions have been prepared by the Techni- 
cal Standards Division which make it possible to 
handle the preparation of these studies by the 
employment of consulting engineers. 


F, 1. Studies for new boriowers are prepared by the 
project engineer. 
2. Where doubt exists as to the financial ability 
of the borrowers to employ consulting engineers 
these studies are prepared in REA. This work was 
formerly done in Cooperatives’ Operstions Division 
in collaboration with the other divisions. By 
the October 8, 1943 directive above mentioned this 
work is now handled by the Design and Construction 
Division. 
3.° Where finaneial condition permits the studies 
are prepared by consulting engineers pursuant to 
recommendations from the Design and Construction 
Division and are reviewed by the Design and Con- 
struction Division. 


G. This activity has brought about the development 
and improvement of equipment and devices to reduce 
the number and duration of outages and has improved 
continuity of servies while reducing operating 
expenses. This activity arises out of the mort- 
gagee - mortgagor relationship. 


This activity should be continued and intensilied and 
should be handled by REA since in order to determine 

the most economical scheme of operstion it is necessary 
to heve available detailed records of the operating 
costs on the borrower‘s property. Handling this activity 
by REA facilitates coordination of the work of improving 
and developing equipment and devices. Furthermore, 
following up this work on the property of each borrower 
is a continuing activity associated with the month to 
month operation of the property -requiring continual 
analysis of the operating data supplied by the systems. 
Carrying on of this activity by REA retaiins the imparti- 
ality necessary to a realization of its objectives. 


An exemple in the improvement of equipment is found in 
the changes made by one manufacturer as a result of the 
operating experience gained on REA systems. Also, con- 
Siderable data has been accumalated on the savings in 


re 
baw] 


operating costs which have been effected through 
this activity and several articles have been pube- 
lished in technical and trade mazazines on this 
subject. | 


No agencies have been developed by the borrowers 
to handle this work and it is unlikely that such 
an agency will be developed. The records not only 
disclose appreciation on the vart of the borrowers 
for the work we have done in this field but also 
reveal continuing requests for studies by ug. 
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Function 9. Analysis of Pechnical Uperaticns 
Activity 7. Line Losses 
JI. Details of Activity 


A. The nature and scope of this activity are to re- 
view and analyze operating reports, field repre- 
sentatives’ reports and borrowers’ correspondence 
with the thought of reducing operating. expense 
by decreasing the difference between the amount 
of energy generated and/or purchased and the ; 
amount which is sold. To advise the borrower gs 
to the steps to be taken to achieve the result. 


B. Cooperatives’ Operations, and Technical Standards 
Divisions hendle this activity. 


C. This is a natural activity of the Cooperatives? 
Operations Division to reduce operating expenses 
and thereby improve the general financial condi- 
tion of the borrover. 


D. No changes have been made in tha activity. 


> : 

E. The reason for no change in the performance of 
this activity is that it is an ever present pro- 
blem. ; 


FP. This is an activity which must be carried on con- 
tinuously regardless of the are or financial condi- 
tion of the borrower's systen. 


G. In general, the losses on REA Systems have decreased 
from 35% te 26% since 1939 or a saving of approxi- 
mately three million dollars per year. The imorove~ 
ment has been effected through the manufacture of 
more efficient equipment euch as transformers and 
through a reduction of leakage and waste. This 
is a mortgagor - mortgagee relation. . 


Jil. The activity is one which should be continued and 
intensified, as line losses for 1942 cost the borrower a 
approximately $1,400,000. Improverents mede by the 
manufacturer. in the snaller sizes of distribution 
transformers have decresssd the transformer fixed 
losses approximately 20%. - An exanple of energy 
leakage is found on one borrowers system where correc- 
tion of errors in wholesale purchased power metering 


equipment resulted in a 30% saving. Records dis- 
close numerous similar savings. So far the borrow-~ 
ers have not developed outsids agencies to perfor 
this activity and it is not likely that any such 
agency will be developed in the near future. 


The borrower's reaction to this activity has generally 
beon favorable. This is an item that too often es- 
capes the attention of the borrower's personnel and 
should be handled by a centralized organization where 
there is coordination of accumulated national data. 
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Function 9, 
Activity 8, 


Ii. 


a ae 


Analysis of Technical Operations 


Voltage Regulation and Voltage Surveys 


Details of Activity 


A, 


B. 


The nature and scope of this activity are to 
advise the borrowers concerning methods to be 
followed in making woltage surveys and in 
maintaining proper voltage rezulation, 


Cooperatives’ Operations, Technical Standards 
and Design and Construction Divisions are 
engaged in this activity. 


This activity was atarted to improve the quality 
of service rendered and thereby increase revenue. 


The activity has been intensified with extension 
of the systems and increases in use of electric 
service and connection of industrial loads. 


Operating experience indicated that poor voltage 
regulation developed as the Systems vere expanded 
and the use of electric Service increased. 


1. Poor voltage rerulation begins to show on 
new systems with the increased use of electrie 
service, 

&. & 3. Financial status has no relation to 
this activity. Existing systems are affected 
by increased use of Service, adding consumers 
through new sections and extensions and an in- 
adequate source of wholesale power supply. 


This activity has improved the quality of service 
rendered the consumer and has increased the 
revenue of the borrower, Also, it has improved 
public relations. This activity stems from the 
mortgagor = mortgaree relationship. 


This is an activity which must be continued and must 
receive increased emphasis as it ig appurtenant to 


growth. With experience the borrowers gain apprecia-~ 


tion of the value of this activity. There is no 
other organization to carry on this work and none 
is likely to be developed. 
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Function 9, 
Activity 9. 


Ti. 


Dobie 


Analysis of Technical Operations 
Grounding 
Details of Activity 


A. The nature and scope of this activity are to 
advise the borrowers of methods to be followed 
in improving grounding of lines and equipment 
-ineluding periodic testing of ground instella- 
tions. 


B. Cooperatives’ Operations, Technical Standards 
and Design and Conetruction Divisions handle 
this activity. 


C. Experience gained through operation showed that 
improvement in grounds was necessary to increase 
continuity of service. tt 


D, This activity has been given increased emphasis. 


E. Accumulation of information as a result of the 
borrowers operations shows that improvements in 
grounding reduces failures of equipment. 


BF, Neither age nor financial condition affects this 
activity. 


G. This is definitely a mortzagor - mortcagee rela- 
tionship. Equipment failures and consequent 
expense, have been reduced resulting in increased 
revenue and continuity of service. 


It is our recommendation that this activity be con- 
tinued and intensified in emphasis, as the need in- 
creases with the age and growth of the systems. The 
aoceptance on the sart of the borrovers ig test in~ 
dicated by their increased purchases of testing 
devices and their continued requests for assistance. 
REA ean best supply non-partisan advice and assistance. 
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Function 9, Analysis of Technical Operations 


Activity 10. Telephone Interference 


ll. Details of Activity 


Ill. 


A. 


F. 


G. 


The nature and scope of this activity are to ad- 
vise and assist the borrowers in locating the 
causes of telephone interference and to recommend 
corrective measures to the responsible parties, 


Cooperatives ! Operations, Technical Standards 
and Design and Construction Divisions and the 
Office of the Solicitor are engased in this 
activity. 


Proximity to and conflicts with communicstions 
systems gave rise to this activity in an effort 
to improve public relations and avoid incurring 
liability. 


The activity has changed from one of advising 
the borrowers by Correspondence to one of ren- 
dering field assistance with the cooperation of 


the Technical Standards Division. 


Our experience with small independent telephone 
companies disclosed a need for making field tests. 


There is no relation to financial condition. 
Interference of this type occurs on “ew borrowers! 
systems as well as on systems that have been in 
operation for a considerable period. Changes in 
loading and other operating conditions on the 
lines of the borrower as vell as those of its 
supplier and interconnected systems make this a 
continuing operating problem. 


This activity has improved the borrower's rela- 
tions with the communication companies, the 
regulatory authorities and the public as well, 
This is a mortgagor - mortgagee relationship. 


Continuation of this activity is justified by the 
improvement in public relations which is effected 
thereby. The work should be carried on by REA to 
secure the coordination of effort and cooper=tion 


of manufacturers and national communications systems 
as well as other government agencies. The borrowers 
are not in a position to handle this activity and 
have indicated their appreciation of the existing 
method of handling this work. Nor is this work which 
could be handled by consulting engineers. Very few, 
if any, such engineers are equipped to handle this 
work. ) 
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Function 9. Analysis of Technical Operations 


Activity 11. Radio Interference 


II. Details of Activity 


Aa 


i 


G. 


The nature and scope of this activity are to ad- 
vise and assist the borrowers in locating, correct- 
ing and preventing the causes of radio.interference. 


Cooperatives' Operations and Technical Standards 
Divisions handle this activity. 


This activity was started in order to improve 
the quality of service, 


The emphasis of this activity has changed from one 
of answering numerous recuests for advice, to one 
of routine reminders of preventive maintenance 
measures to prevent radio interference. Vhere 
needed, advice is riven through field contact and 
correspondence for correcting specific radio inter- 
ference difficulties. 


Due to the development and wide use of suitable 
and inexvensive radio interference locators, the 
borrowers are able to locate and correct insolated 
causes of interference. Programs of preventive 
maintenance have reduced the potential causes of 
radio interference. 


1. When a system is first enerpized many adjustments 
must be made to place the property in sound opera~ 
ting condition and radio interference is apt to be 
prevalent during this stage. The new borrowers 
require preater deteil work in this respect. 

2. and 3. The prevalence of radio interference is 
not affeoted by the financial condition of the 
borrower if the system is operated and maintained 
properly. Previous lack of maintenance on acquired 
properties requires us to five greater attention 

to existing borrowers operating acquisitions, 


This activity has improved the quality of service 
and the public relations of the borrowers. It has 
aided also in the development of suitable and in- 
expensive devices for locating radio interference. 
This activity arises from the mortraror-mortraree 
relationship and the authority of the Administrator 
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to promote the extension and use of electricity 
under the RE Act. 


This activity should be continued through emphasis 
gciven to preventive maintenance, since the prevention 
of radio interference ig the best’ approach to its 
elimination. The prevention and correction of radio 
interference is an individual problem on each system 
end there is no need for the borrowers to set up ‘an 

a ency to handle this work. The purchase of radio 
interference locators under the Group purchase plan 
is good evidence of the practical value of our work 
in this field. 
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Function 9. 


Analysis of Technical Cper=tions. 


Activity 12. Substations 


II. Details of Activity 


III. 


A. 


The nature and scope of this activity are to 
review reports and instigate studies and to 
advise and assist the bormwers regarding the 
loading, maintenance and protection of substa- 
tions and substation transformers and equipment. 


Cooperatives’ Operations Division handles this 
activity. 


This activity was started to maintain and improve 
continuity of service. 


This work has received increased emphasis with 
the growth and changes in the tyne of loads on 
the borrowers' systems. 


Expansion and development of loads on the systems 
has far exceeded expectations requiring continuous 
checking, to prevent damaze or loss of equipment. 


Less detail work is required onmsw borrowers than 
on existing borrowers but the work has little. 
relation to the payout status of the system. 


This activity has prevented the loss of expensive 
equipment and insures continuity of service. 
This is a mortgagee - mortgazor relationship. 


£8 the age and size of the systems increase it is 
necessary to intensify this activity. The proper 
maintenance and loading of substations is essential 
to maintaining and extending the average life of 
substation equipment. Studies of substation loading 
reveal the date when safe limits of operation will 

be exceeded and determine when the equipment must be 
replaced. Replacement of substation equipment is 
today impossible without the supporting data obtained 
through studies of the loading and operstion. Each 
borrower's problems are different requiring special 
and centralized handling. Requests from the borrowers 
for information indicate their attitude concerning 
this activity. 
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Function 9. Analysis of Technical Cperutions 


Activity 13. Physical Conflicts 


II. Details of Activity 


A. 


the nature and scope of this activity are to 
advise and assist the borrowers in the elimina- 
tion, correction and prevention of physical 
conflicts with highways, or the facilities of 
other utilities, common carriers, and communica- 
tion systems. 


Cooperatives' Operations, Technical Standards, 
Design and Constructions Divisions and the 
Office of the Solicitor handle this activity. 


This activity was undertaken to assure compliance 
with prescribed construction codes, thus securing 
as safe operating conditions as possibile, while 

at the same time locating the borrowers facilities 
so.as to be readily accessible for operation and 
maintenance. 


No changes have taken place. 
None. 


Before energization the work under this activity 
is handled primarily by the Design and Construc- 
tion Division. After energization this activity 
becomes primarily a problem of Cooperatives’ 
Operations Division collaborating with the other 
interested divisions. 


This activity has promoted better relations between 
the borrowers and the above mentioned agencies. 

It is believed thet voluntary compliance with 

code requirements has reacted favorably with reru- 
latory bodies. This is a mortgagee - mortgagor 
relationship. 


III. This activity should be continued. This work will 
become more important as the systems expand. 
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Function 9. Analysis of Technical Operations 
Activity 14, Emergency Service 
II. Details of Activity 


A. The nature and scope of this activity are to 
render all possible assistance to the borrowers, 
to restore service in cases of emergency arising 
from failure of power supply and to provide 
temporary additions1 power when required, 


B. Cooperatives' Operations and Design and Construc- 
tion Divisions collaborate in handling this 
activity. 


C. This activity was started to maintain continuity 
of service and to protect the property subject 
to the mortgage. . 


D. No changes have taken place. 


Ke None, 


F. Sometimes there is need for providing temporary 
power for new borrowers, but most of this work 
arises after energization. There is no relation 
to. the financial condition of the borrower. 


G. This activity has resulted in coordination of the 
equipment and facilities of the borrowers to pro- 
vide for their temporary and emergency needs. 
This is a mortgagee = mortgagor relationship. 


III. This activity should be continued te maintain sentinuity 
of service, thus preventing Icss to the consumer and 
assuring payout of the borrowers. Continuity of service 
becomee mere importent ae the ves cf electricity in 
the production and preservation of food is expanded. 
Many examples can be found where valuable assistance 
has been rendered in providing emergency service. In 
‘one case a burned-out generator in a small hydro plant 
left the borrower without power. By moving in a port- 
able generating unit from a neighboring system service 
was restored in a few hours and maintained until the 
damaged equipment was repaired and again placed in 
operation. 


in constructing a Naval base, the contractor who 
was served by our borrower developed an immediate 
need for temporary power. A portable generating 
unit from a neighboring system was moved to the 
scene to meet the contractor's requirements. 


In another case a contractor, who was served by the 
borrower, developed a demand which was greater than 
the existing substation facilities could carry 
safely. The necessary additional substation ¢rans- 
formers were located at a neishboring system and were 
installed to meet the contractor's needs. 


In many cases it has been impossible to make satis- 
factory arrangements for a source of power before 
construction was completed and it became necessary 
to move in portable generating equipment to provide 
a temporary source. rot 


in another instance where a flood destroyed part of 
& system, temporary service was provided for an iso- 
lated section by building a short tie line along 
higher ground, and aid was given the borrower by 
securing cooperation from neighboring systems. 


The borrowers in most cases have not developed arencies 
to handle this work on a group basis. Through closer 
association they have become aware of equipment and : 
facilities available on the neizhboring systems, but 
these are often inadequate to meet emer gency needs. 
There is still a need for national and local supervision 
and coordination by REA to protect the mortgagee's 
interext and to assure the borrowers of maximum con- 
tinuity of service. 


The files are replete with evidence of the borrowers‘! 
appreciation of our efforts in this direction. 
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Punction 9, 


Analysis of Technical Operstions 


Activity 15. Load Surveys 


II. Details of Activity 


id 


A. The nature and scope of this activity are to 
-€@ssist and direct the borrowers in compiling 
records of the use of electric service on their 
systems, to analyze and study such records and. 
to advise them of the steps to be taken to se- 
cure maximum operating efficiency from their 
facilities. 


B. Cooperatives’ Operations Division handles this 
activity. 


C. This activity was begun to prevent failure of 
equipment through overload, to eliminate under- 
loading conditions, to improve phase load balance 
on the lines, all to the end of securing the 
maximum operating efficiency and to improve the 
quality of service. 


D. No changes have taken place. 
FE. None. 


F. The work under this activity begins when the system 
is energized and increases with the age of the 
borrowers. 


G. This activity has brought about a more economic 
use of the borrowers' facilities and has prevented 
the loss of expensive equipment through overloading, 
This is a mortgagee - mortgagor relationship. 


This activity should be given increased emphasis. There 
is little or no data available on the overload capacity 
of small distribution transformers. it is recommended 
that REA should take steps to secure this data through 
field tests. This is a staff function and no agency 
has been developed by the borrowers to handle this work. 
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Function 10. 
Activity 1. 


il. 


Coordination of General Instructions 


Operations Memoranda 


Details of Activity 


A. 


The nature and scope of this activity are to 
assist in the preparation of general written 
instructions, procedures and memoranda to the 
borrowers covering general operating problems. 


This activity is handled by Cooperatives’ 
Operations Division, and consultation is taken 
with other divisions when required. 


This activity was undertaxen to establish uni- 
form operating procedures and practices by 
the borrowers on problems of general interest 
which readily adapt themselves to this method 
of presentation. 


This activity was handled haphazardly prior to 
1940. When the Cooperatives' Operetions Division 
was established, an Operations Memoranda Com- 
mittee was set up to coordinate this activity 

and to review proposed memoranda and bulletins 

to be sent to the borrowers. This committee 
established a uniform method of numbering and 
classifying such memoranda and set up a uniform 
policy for handling. Since late in 1942, this 
phase of the activity has been dropped. 


The Operations Memoranda Committee was established 
because experience demonstrated a need for more 
orderly handling of the activity. This phase of 
the activity was dropped because of changes and 
losses of personnel. 


The scope and detail of this activity is not 
affected by age or financial condition of the 
borrowers. 


Through this activity we have compiled in a handy 
reference form a manual of operating practices 

and procedure, This has aided in bringing about 
uniformity in the borrower's operations and has 
eliminated a sizeable amount of the routine work 
of the Cooperatives' Operstions Division staff, 
thus making it possible for this Division tc carry 
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on its functions under the strass resulting 
from greatly reduced personnel. This is a 
mortgagee - mortgagor relationship, 


III. This activity should be continued and may well be 
expanded in scope. It is felt that the addition 
of several memoranda would reduce further the 
detail of many activities now being carried on by 
this Division and further standardize operating 
practices. Several examples can be cited where 
general memoranda can be used to reduce routine 
work. We believe that increasing acceptance of 
self-billing indicates a need for a detailed ex- 
planation of this procedure including semples of 
forms found to be satisfactory through use on 
borrowers’ systems. There is a need for a memo- 
rendum on materials and supplies for the purpose 
of establishing uniform records. Meter installations 
and removals, complaint forms, jobbing forms and 
many other lend themselves readily to such general 
treatment. 


It is recommended that a simple but definite number- 
ing and classification system should be followed to 
facilitate reference. 


This activity is a staff function and the merits of 
disseminating information in this manner can be 
shown by many letters in the files. 


Function ll. 
Activity 1. 


If. 


Work Orders 


Construction and Retirement 


Details of Activity 


A. 


The nature and Scope of this activity are to 
review estimate and final work orders and take 
appropriate action thereon where retirements, 
additions, extensions or alterations and im- 
provements are involved in the borrowers electric 
plant; to advise and assist the borrowers in the 
preparation of such work orders; and to initiate 
changes or male suggestions and recomnendations 
with respect to proposed changes in electric 
plant. 


Cooperatives’ Operations Division, Design and 
Construction, Applications and Loans, Finance 

and Management Divisions are engaged in handling 
this activity. Estimate work orders are handled 
in accordance with the Administrator's memorandum, 
of January 22, 1943, Final work orders are not 
handled in accordance with this procedure. On 
extensions final work orders do not pass throurh 
Cooperatives' Operations Division. In some 
regions final work orders for retirements and 
alterations and improvements are routed through 
Cooperatives’ Operations Division, while in other 
regions they are handled in the same manner ag 
extensions. The Management Division functions 
only from the standpoint of production control on 
the processing of work orders, 


This activity was started for three reasons. The 
work order serves in lieu of a construction con- 
tract and provides a basis on which the Adminis- 
trator may advance funds for construction. It 
presents the basic data for a feasibility study. 
In addition this activity permits REA to maintain 
control over the operating efficiency of the 
borrowers? property. 


There have been numerous and frequent changes in 
the handling of work orders within REA. The present 
procedure was established by the aforementioned 
memorandum of the Administrator. Much confusion 
still remains in the handling of this activity. 
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iil. 


E. These changes have been made to clarify divisional 
responsibiiities in handling this activity. 


Ff, Prior to energization, while the property is under 
construction, work orders are rarely used to handle 
construction of extensions or changes in the elec- 
tric plant. Such work is covered usually by 
amendments to the construction contract. After 
the property is in operation nearly all of the work 
involving extensions, retirements or alterations 
and improvements is handled throuzh work orders 
irrespective of the are or financial condition 
of the borrowers, 


G. This activity has resulted in an improvement in 
the continuity and quality of service and in more 
economical and efficient operation. It has brought 
about an orderly procedure for advancing funds 
for construction and has established a sound basis 
to account for additions and retirements and thereby 
keeping current the record of the capital structure. 
tt has established a uniform policy for the exten- 
Sion of service on an area coverage basis, In 
addition this activity permits REA to maintain 
control over construction standards of the borrowers. 
This activity arises from the RE Act, the mortzaze 
and the loan contract. 


This activity should be continued. In the past our 
handling of this activity has not produced completely 
effective control over the construction and retirements 
made by the borrower and the preparation and submission 
of work orders to cover such work. There has been much 
compound confusion surrounding the handling of this 
activity both in the field and within REA. Present 
practice is not uniform throuzhout REA. Two steps 
should be taken to eliminate these conditions. A con- 
crete and definite procedure should be established for 
handling work orders within REA, Effective methods of 
reporting on the progress of construction should be 
established for the borrowers and the necessary basie 


records for work order control should be placed in effect. 


In handling work orders within REA the Cooperatives? 
Operations Division is basically and vitally interested 
in the estimate work order. After a system, or a 
section of a system is constructed, it is our duty to 
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see that operations are carried on in a manner which 
will secure repayment of the government's loan. We 
must be fully advised of everything these systems ere 
doing. We must know whether proposed extensions of 
service will impair operations, how they will affect 

the future financial condition of the system, how 
changes in the system will affect its operetion, whether 
alterations will be economical, and all other factors 
pertinent to the final approval of an estimate work 
order. The estimate work order is a tool of successful 
operation. It may serve many functions in an organiza- 
tion such as ours, but basically it must remain an opera- 
ting tool. 


On the other hand, the Cooperatives? Operations Division 
is not interested fundamentally in the final work order. 
The final work order is in reality an engineering and 
cost analysis of the work performed and, as such, its 
approval is a function of the Design and Construction 
Division and the Finance Division, 


It is recommended that a Single work order form be adopted 
to replace the existing four forms now in use. This form 
Should combine the estimate and final work order for both 


construction and retirements. 
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Function 11. 
Activity 2, 


iI. 


iit. 


Work Orders 
General Plant Procurement 
Details of Activi ty 


A. The nature and scope of this activity are to 
advise and assist the borrowers in the prepare- 
tion and use of general plant procurement orders, 
covering capital additions to general plant, 
such as transportation equipment, office equip- 
ment, measuring, testing, tools and work ‘equip- 
ment. To review these orders and take appropriate 
action thereon. 


B. Cooperatives? Operations and Finance Divisions 
handle this activity. 


C. This activity was started to provide a systemetiic 
means of control over the purchase of items of 
general plant of the borrower, and to five the 
regional engineers an Opportunity to make recommen- 
dations with reference to the advisability and 
suitability ef the equipment to be purchased. 


D. No changed have taken place. 
E. None. 


F. Financial condition or age of the borrower does 
not affect the scope or detail of this activity. 


G. This activity has tended to eliminate the purchase 
of unnecessary, extravagant and little used €quip- 
ment. This is a mortgagor = mortgagee relat ionship. 


This activity should be continued. It is recommended 
that consideration be given to a revision to the pre~ 
sent form in order that it can be made more useful. 

More complete and detailed instructions should be issued 
with reference to this form. (See Operations Memoran- 
dum #5.2 dated November 24, 1941) 
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Function 12, Systems Material Requirements 
Activity 1. Normal Inventories 
Ii. Details of Activity 


A. The nature and scope of this activity are to 
determine and advise borrowers of their needs 
with respect to the kind and quantity of 
materials for operation and maintenance and 
normal work order contruction; to approve the 
advance of funds for materials and supplies; 
to assist the borrowers in the selection of 
materials available for purchase from con- 
tractors at the completion of construction; and 
to keep continuously informed as to the amount 
and type of materials in borrowers’ stores. 


B. This activity is handled by Cooperatives' Opera- 
tions Division through the Resional Offices to 
the point of authorizing advance of funds. 


C. This activity was undertaken to assure the avail- 
ability of an adequate supply of materials for 
the operation, maintenance and normal construc- 
tion needs of the borrowers’ systems and to dis- 
courage the borrowers from stocking unnecessary 
and undesirable materials and supplies. 


D. Wartime restictions and rerulations have lent 
added emphasis to this activity. 


E. Reasons given above. 


F, In the case of new borrowers greater emphasis is 
placed upon advising the borrowers with respect 
to the kind and quantity of materials and supplies 
for operation end maintenance, As the borrowers 
gain operating experience this work requires less 
attention. Wartime rerulations have necessitated 
closer supervision over the purchase, delivery, 
use, and sale of materials and supplies. The pre- 
sent emergency has increased our work in comnec- 
tion with purchasing stocks from contractors. 


G. This activity tends to limit inventories to a mini- 
mum Without sacrificing operating efficiency and 


has broucht about uniformity of inventories. It has 
established a national stock pile of materials during 
present emergency and has helned alleviate shortages 
of critical items on individual systems. Purchase of 
materials from contractors, during the present emer- 
Beney, where the construction was shut down, has pre- 
served public reletions with the contractors and has 
probably avoided many suits. This activity stems from 
the mortgage relationship. 


JII. This activity should be continued and some improvements 
are desirable to facilitate handling of our work and 
control. At present the basic control over inventories 
lies in the materials and Supplies account. The balance 
in this account is reflected on the balance sheet of the 
monthly operating report. This information is both in- 
adequate and inaccurate. The inaccuracies result from 
failure of the borrowers to maintain the essential basic 
records and the int'ormation given on the report is inad- 
equate since it does not record deliveries and withdrawal s 
from the account. It is Suggested that both problems can 
be attacked successfully by requiring the borrowers to 
include the following schedule as part of the monthly 
Operating reports 


Analysis of Account 131.1 - Materials and Supplies 


8. 


9. 


10. 


ua 


stock 


% 
Ee 


Materials in stock first of month $ 


Materials used for maintenance 
Materials used for operetion 
Materials used for construction 
Materials sold during month 

Totel materials withdrawn from* stock 


Materials purchased and delivered to 


Materials retired to stock (Salvaged) 


Total materials delivered to stock 
Net increase (or decrease) in inventory 


Total material in stock end of month $ 
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Since meters and transformers are carried in capital and do not 
&ppear in account 1$1.] - Materials and Supplies, a similar sched- 
ule of meters and transformers should be included in the monthly 
report. The following form is suggested: 


Schedule of Meters and Transformers Not in Service. 
Meters Transformers 


Dollar Doliar 
Quantity Value Quantity Value 


i, Not in service lst of month 
2. Used for maintenance 

3. Used on construction 

4. Sold during month 


Se Total put in service or sold 
during month 


S. Purchased and delivered during 
month 


7. Taken out of service 
8. Total deliveries during month 


9. Net increase (or decrease) 
during month 


10. Total not in service at end of 
month 


Quantity and Size 
1So 03. orhiome Te Wel. TS 


Transformers not in service at end of 
month 
SA-2W SA-SW 15A-2W 15A-3y 


Meters not in service at end of month 


These schedules will not only improve control over inventories but also 
will improve our control over work orders and force account construction. 
This activity is not one to be handled by an agency of the borrowers. 


It is directed at keeping operating expenses at a minimum and is a 
natural activity of a nortragee. 
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Function 12. Systems Material Requirements 


Activity 2. Transfer and Sale of Materials 


II. Details of Activity 


A. 


The nature and scope of this activity are to ad-~ 
vise and assist the borrowers in securing needed 
materials and supplies frem the stocks of other 
borrowers and in reducing excessive stocks in- 
cluding making recommendations to the Administra- 
tor rezarding release of lien and disposition 

of funds. 


This activity is handled by Cooperatives' Op-ra- 
tions Division through the Regional Offices in 
collaboration with the Equipment Service Section 
and with the advice and assistance of the Cffice 
of the Solicitor. 


This activity was undertaken to assure compliance 
with the provisions of the loan contract and 
mortgage which require the prior approval ot the 
Administrator in case of sale or transfer of any 
property of the borrower. This requirement is 


imposed to prevent impairment of the Government's 
security. 


No changes have been made in handling this activity. 


None. 


Age or financial condition of the borrowers have 
no effect on either the scope or detail of the 
activity. 


During the wartime emergency this activity has 
alleviated the hardships to our borrovers which 
resulted from the critical material shortaze. 
Through the sale of excess Stocks, particularly 
conductor, to the Army and Navy this activity has 
aided the war effort waterialiy. This is a 
Mortesgce - worvgagor velovionship end is required 
also by the loan contract in accordance with the 
RE Act. 


JiI., This activity shculd be continued since the Act re- 
quires the borrover to secure approval of the Admin- 
istrator befere sa%g cf aby jrcverty Le perm sssite. 
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III Cont'd. 
it. is felt that some of the borrowers have, perhans 
unwittingly, consummated sales of mterial and supplies 
without prior receipt of Administrative approval. As 
this constitutes a violation of their mortgare covenants 
and the RE Act from which they stem, such violation would 
subject the borrower to the penalties prescribed. So 
thet all of the borrowers might be advised of this to the 
end that greater cooperation and uniformity of handling 
might be achieved, it is our recommendaticn that a nemo- 
randum be prepared and sent to all of the borrowers. 
This memorandum should advise the borrowers of their 
oblirations under the Act and mortcage and should ovtline 
in detail the procedure to be followed. 


there is an urgent need for streamlining of this activity. 
It is supgested that this can be accomplished by supply- 
ing the borrowers with a printed form vhich will permit 
the borrower to fill in all of the information required 
for approval by the Administrator. ‘The form should be 
confined to a single sheet and should provide space for 
approval of the Regional Operations Engineer and the 
Office of the Solicitor. It shoulda provide space for 
endorsement of the release of lien by the Administrator 
together with his direction concerning disposition of 
the funds. 


Five copies of this form should be submitted by the borrow- 
ers prior to completion of the sale or transt'er and shin- 
ment of the material or equipment. Upon receipt in the 
REA mailroom these forms will be forwarded to: the Equip- 
ment Service Sectionwhere they will receive a national 
serial number, That section will forward these forms to 
the proper Rerional Operations Envineer's office for pro- 
cessing. The Regional Operations Engineer will check the 
transaction for compliance with applicable rerulations, 
will, determine the advisability of consummating the trans- 
action and will return all five forms to the Ecuipment 
Service Section with his approval showing the date of such 
action. The Equipment Service Section will forward all 
copies of these forms to the Solicitor’s Office for his 
approval. Upon approval the Scslicitor will transmit all 
copies of the form to the Administrator for execution of 
the release of lien. When the release of lien has been 
executed one copy will be transmitted to the borrower and 
will serve as his authority to complete the transaction. 
One copy will be incorporated in documentary files. One 
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copy should be transmitted to the buyer and wil) 
serve as his notice that the lien has been released. 
One copy will be transmitted to Finance Division and 
the fifth copy will be returned to the Equipment 
Service Section to close their files. 


Handling of this activity can be facilitated further 

by using a debit credit requisition to return funds 
derived from the sale of new materials. Inthe case 
of used materials which have been incorporated in plant 
the payment will be made in reduction of the borrower's 
indebtedness. 


Carrying out these recommendations, tozether with the 
inventory controls suggested under our activity on 
Normal Inventories, will reduce the confusion and delays 
which are presently causing much criticism of our 
handling of this activity. Obviously, due to the re- 
quirements of the RE Act, this activity is one which 
cannot be handled by an agency of the borrowers. 


Related Activities 


1. Group Purchase 


vs) ahd 
olFor ae ak 
wets 

ae + 


Function 13, 


Activity 


iy 


If. 


Purchasing Advice 


Group Purchase 


Decails of Activity 


A. 


Rr 


=-*® 


The nature and scope of this activity are to keen 
the borrowers informed of materials and equipment 
available under the group purchase plan; to ad- 
vise and assist the borrowers in the preparation 
of purchase orders for this equipment; to review 
and approve these group purchase orders; and to 
check for availability of funds, 


This activity is handled by the Cooperatives! 
Operations Division through the Regional Offices 
in collaboration with the Equipment Service 
Section. The Finance Division handles the es- 
tablishing of funds in the construction budzet 

to cover purchases under the group purchase plan. 
The Applications and Loans Division clears equip- 
ment purchases with WPB where required. 


This activity was undertaken to assist the 
borrowers in securing g00d equipment at advan- 
tageous and uniform prices and to standardize the 
equipment in use on RFA systems. 


When first inaugurated, the Regional Offices 
cleared the establishment of funds by Finance 
Division before the group purchase order was 
returned to the Equipment Service Section to be 
transmitted to the manufacturer. Early in 1942 
this procedure was changed and the group pur- 
chase orders are now forwarded to the Finance 
Division for clearance as to funds after they 
have been approved by the Regional Offices. The 
clearance of approvals of material and equipment 
purchases with WPB was transferred to Applications 
and Loans early in 1943. Prior to that time it 
was handled by the Administrator's office. The 
group purchase orders are now transmitted to the 
manufacturers individually; whereas, at first 
they were accumulated in REA until @ group of 
several orders had been amassed before transmittal 
to the manufacturer. 


The change in handling clearance of funds was 
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made to formalize the procedure. The transfer 
of the function of handling WPB approvals of 
material purchase was made when the position of 
Power Consultant became vacant. The change in 
transmitting orders to the manufacturers was a 
natural evolution. : 


F, The ase of the borrowers has no effect on the de- 
tail of this activity. Where funds are available 
in the construction budget steps are taken to es- 
tablish a budget item for the proposed purchase. 
Where not available, the borrowers are advised to 
make the purchase from general funds subject to 
being reimbursed by a subsequent allotment. If 
Seneral funds are not available, steps are taken 
to secure an allotment to cover these, as well as 
other needs of the borrowers. 


G. This activity has resulted in substantial savings 
in the cost of equipment to the borrowers and has 
encouraged the development of equipment by the 
manufacturers which is especially adapted to our 
needs. This activity contributes to economy of 
operation by preventing the borrowers from building 
Up unnecessary stocks of materials. It has also 
brought about a simplified procedure for the purchase 
of standard equipment. This is a mortgage relation- 
ship. 


This activity should be continued and after the war it 
should be expanded to include other items of equipment. 
It is recommended that all of the work in connection with 
this activity should be handled by one division, with the 
exception of making the necessary budget adjustments, but 
including the work of preparing applications to WPB 
where required. It is desirable that the work of handling 
contacts with VWPB and other agencies be returned to the 
Administrator's Office. Advantage should be taken of the 
prestige of the Office of the Administrator. By handling 
the contacts with WPB under this and other activities, 
maximum use can be made of the staffs of all divisions 
and delays to the borrowers can be reduced to a minimum. 


it is further recommended that arrangements be effected 
with the manufacturers so that no orders for equipment 
available under the group purchase plan will be accepted 
directly by any agent, salesman or supplier of the manu- 
facturers. All orders for equipment available under the 
group purchase plan should be submitted to the manufactur - 
ers through REA. 
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Four copies of the group purchase order should be sub- 
mitted to REA and when received in the mail room should 

be forwarded to the Equipment Service Section. That 
Section should immediately assign the order a national 
serial number and forward it to the proper regional office 
for processing. The regional office will review the rroup 
purchase order for compliance with WPB refulations, prepare 
such applications to WPB as may be required, carry on such 
correspondence with the borrower concerning the crder as 

is necessary, ascertain whether funds are available in the 
construction budget to cover the purchase, and when final 
clearance is made all copies of the group purchase order 
will be returned to the Equipment Service Section with the 
approval of the Regional Operations Fngineer with a memo- 
randum advising that Section that either loan or general 
funds are available to cover the purchase. The Equipment 
Service Section will secure Administrative approval and for- 
ward one copy of the order to the manufacturer. One copy 


of the order will be transmitted to the Finance Division, 

one copy will be retained in the files of Equipment Service 
Section and the fourth copy will be returned to the borrower 
showing date received in REA, date of Administrative approval 
and date of transmittal to manufacturer. All copies of the 
order should bear these dates. 


When loan funds are not available and the borrower has ade- 
quate general funds to cover the purchase, the Rerional Office 
shall advise the borrower that the purchase is to be made 
from general funds subject to reimbursement from future allot-~ 
ments. The Regional Office will aiso advise the Applications 
and Loans and Finance Divisions of the amount of funds re- 
quired in future allotments to cover the purchase. 


Where neither loan contract nor general funds are available 
to cover the purchase the Regional Office will make arrange- 
ments with Applications and Loans to make an allotment for 
this and other purposes and will advise the borrowers re- 
garding the delay in handling their order. 


When the group purchase order is not approved by the Rezional 
Operations Engineer, three copies should be returned to the 
borrower by the Regional Office with an explanation of the 
action taken. One copy of the unapproved order should be 
transmitted to the Equipment Service Section with a copy of 
the letter of disapproval and the reasons for disapproval 
Should be endorsed on the face of this copy of the order to- 
gether with the date of such action. 


71 


se borrower's requisition for funds should set forth 
the neticnal serial number assigned to the group pur- 
chase order. 


Arrangements should be made with the manufacturer to se- 
cure a confirmation of date for shipment. This can be 
accomplished by transmitting with the manufacturer's copy 
of the group purchase order a contirming memorandum to 

be filled out by the manufacturer and returned to REA'ts 
Equipment Service Section. This confirming memo should 
show the national serial number, borrower's name, project 


designation, quantity and kind of equipment, manufacturer's 


name, date of shipment or future Shipping date and should 
request immediate return to REA. 


In order to secure and maintain impartiality of handling 
this activity, the group purchase of equipment should not 
be turned over to an agency of the borrowers. If the 
above recommendations are carried out present objections 
of the borrowers to the handling of this activity will be 
overcome. 
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Function 14. 
Activity 1. 


il. 


Taxes 


Establishment of Liability for or Exemption from 
Details of Activity 


A. The nature and scope of this activity are to 
advise and assist the borrowers in establishing 
claim for exemption from Federal Income Tax, 
including analyses of operating resorts to 
determine percentage of gross revenue derived 
from non-members, to advise and assist the 
borrowers in converting consumers to members on 
acquisitions, to make studies and prepare reports 
on amount of taxes being paid by the borrowers 
as compared to their fross revenue, sross income 
and net income and to meet with the borrowers 
and local tax authorities for the purnose of 
giving field assistance in tax matters. 


B. The data required to establish exemption from 
Federal Income Taxes is collected Sears the 
Regional Offices and is referred to the Systems 
Performance Section for further handline. Other 
work under this activity is handl ed throuch the 
Regional Offices and cooper:tion and assistance 
is given to the Office of the Solicitor when 
requested. Where it appears that the cooperntive 
is subject to the Federal Income Tax, an audit 
by Finance Division is requested to give assistance 
to the borrower in vreparing the income tax return. 


C. This activity was undertaken in the interest of 
operating economy and to establish a uniform 
and coordinated tax policy as well as providing 
technical assistance on tax problems. 


D. Early in 1942 the Tax Section was transferred 
to the Systems Performance Section. The work 
of preparing studies of the amount of taxes 
being paid by the borrowers as well as their 
Gross revenues and gross and net income which 
was formerly handled by the Tax Section is now 
carried on by the Regional Offices. The problem 
of converting consumers to members became im- 
portant since 1940. 


E. The Tax Section was abolished to streamline the 
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organization and obtain maximum efficiency from 
existing personnel. Acceleration of the acquisi- 
tion program since 1940 has increased the work cf 
converting consumers to members. 

! 
With respect to establishing exemption from Federal 
Income Tax, the emphasis of this work is on new 
borrowers, since claim for exemption has been made 
for nearly all existing borrowers. 


Under this phase of this activity we determine 
whether the borrower has made a claim for exemp- 
tion. If claim has not been made, information 
required to establish exemption is requested from 
the borrower and advice and assistance is. given the 
borrower in preparing such information. When 
necessary information has been assembled, it is 
forwarded to the Tax Unit of the Systems Perform- 
ance Section for further handling. 


Where an analysis by Systems Performance indicates 
the borrower is ineligible for exemption, advice 
and assistance is given the borrower to bring about 
the conditions necessary to establish exempt ion. 
Where the borrower is ineligible for exemption, 
audit assistance to prepare a return is requested 
from the Finance Division. 


Operating Reports are analyzed to determine the per- 
centage of gross revenue derived from non-members. 
This phase cf the activity is carried on irrespective 
of the financial status of the borrowers. 


With respect to converting consumers to members the 
emphasis of this work is on acquisitions and occurs 
on both existing and new borrowers, Under this 

phase of this activity the first step is to determine 
the percentage of sross revenue derived from non- 
menbers and the number of non-members. 


Secondly, advise and assist the borrower in converting 
non-members to members. 


Thirdly, when percentage of pross revenue derived 
from non-members is reduced to a point where the 
borrower is eligible for exemption, steps are taken 
to establish a claim. This phase of this activity 
is carried on irrespective of financial condition. 


Iii. 


With respect to taxes, other than Federal Income 
Tax, emphasis is on uniformity of taxation and 
coordination of the borrowers’ efforts to obtain 
favorable consideration. Age of the borrwers, 
as well as financial condition, are not important 
since such tax problems must de handled on a 
Statewide basis in most cases. 


Under this phase of this activity the first step 
is to prepare studies and reports on the amount of 
taxes being paid by the borrowers as compared to 
their gross revenue and gross and net income. 


Secondly, a program of attack on the problem is 
worked out with the Office of the Solicitor, 


Thirdly, advice and assistance is given the borrowers, 
and meetings are held with the borrowers and taxing 
authorities, 


G. This activity has resulted in establishing exemption 
from Federal Income Tax for most of the borrowers. 
It has tended to bring about uniformity in taxation 
within states and has resulted in substantial tax 
reductions in many cases. This is a mortraree - 
mortraror relationship. 


This activity should be continued and will require in- 
creased emphasis as the age of the borrowers increases 

and as they become more prosperous. Many examples can 

be cited of the benefits Which have been secured through 
this activity. In one case, where several cooperatives 
have an amortization charge in effect which is paid by the 
members without receiving any energy, the state tax author- 
ities were persuaded to exclude the funds obtained from 
this source from gross revenue in computing the state sales 
tax. This resulted in reducing the sales tax on these 
borrowers one-third. In some states favorable lerislative 
action has resulted fran this activity. Also, favorable 
action has been secured from state and local tax authori- 
tiles. Most of these cases involved ad valorem taxes. 


The reaction of the borrowers has been favorable in most 
cases. This is an activity which readily lends itself to 
handling through state associations of the borrovers. 

Tax problems are local, and their solution is effected 
through cooperation with local groups of the borrowers. 
However, technical guidance and advice from RFA is desir-~ 
able and should be contimued. 


75 


Jil Cont'd. 
Jt is recommended also that a study of the methods of 
estimating taxes in meking the feasibility studies 
on pending allotments should be undertaken in an effort 
to secure a more realistic estimate of these costs. 


Related Activities 
1. Monthly Operating Reports 
2. Operating Budgets 


5. General Financial Condition 
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Function 15. Insurance 
Activity 1. Requirements and Costs 
II. Details of Activity 


A. The nature and Scope are to advise borrowers 
of types of insurance to be carried, to review 
policies, to keep informed on cost trends, to 
instigate types of coverage required and throuzh 
inspection of risks determine and advise borrow- 
ers of amount of coverace required, 


B. This activity is handled by Cooperstives’ Opera- 
tions through the Regional Offices with the 
advice, assistance and collaboration of the 
insurance Section. 


C. This activity was undertaken to assure compliance 
with the insurance requirements of the mortrage 
to protect the mortgagee's and borrower's in- 
terests, at the lowest possible cost. 


D. This activity was handled formerly by the Finence 
Division. It was transferred to Cooperatives’ 
Operations Division in December, 1940 pursuant 
to General Order No. 147, 


EK. This transfer was made because this work is a 
natural operating activity, 


F, This activity applies to old and new borrowers 
alike and finansiel condition of the borrower 
does not affect the Scope and detail. The keep- 
ing of insurance cost trends and loss records 
on certain types of coverase, as well as efforts 
to reduce insurance costs, are tied in closely 
with the safety progran. 


G. This activity has effected reductions of insur- 
ance costs, has aided in the settlement of claims, 
has assured adequate protection and has estab- 
lished records of experience, This is a mort- 
gagee - mortgaror relationship. 


ba ey Pea pe recomnended that this activity be continued. An 
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liability coverage in the borrowers! insurance with 
a sizeable increase in expense. Our experience 
indicated this risk did not warrant the cost of the 


coverage, and steps were taken to save this unneces- 
sary expense. 


The work performed under this activity is required in 
protecting the Government's interest in the borrowers! 
property and should remain a staff function. No out- 


Side agency is qualified to handle the Government's 
interests. 
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Function 16. Labor Relations 
Activity 1. Wages and Hours, Adjustments and Collective Bargaining 
Il. Details of Activity 


A. The nature and scope of this activity are to 
collaborate with the Labor Relations and Safety 
Section in advising and assisting the borrowers 
on matters pertaining to wages and hours, war~ 
time salary adjustments, and collective bar- 
gaining. 


B. Cooperatives Operations Division handles this 
activity through its Labor Relations and Safety 
Section in cooperation with the Office of Seli- 
citor and with such advice and assistance as 
required from the Regional Cffices. 


C. This activity was undertaken to secure @ uniform 
labor policy of the borrowers in accordance with 
the Fair Labor Standards Act, the National Labor 
Relations Act and other labor policies of the 
Federal Government. 


D. This activity was handled formerly through the 
Regional Offices. Late in 1941 this policy was 
changed to centralize the handling of the work 
through the Labor Relations and Safety Section. 


E. This change was effected in the interest of uni- 
formity of action on labor problems. 


F, The assistance given by the Regional staffs is 
greater in the case of new borrowers. Much 
more attention is riven new borrowers throurh 
field contacts. The borrowers* ability to pay 
plays an important part in the establishment of 
wages, 


G. This activity has promoted a better understanding 
of the richts of labor by the rural members of 
the borrowers and has tended to bring about 
general compliance with the Fair Labor Standards 
Act. This activity stems from the general in- 
terest of the mortgazee in the manarement of the 
mortgazed property. 


III. This activity should be intensified to promote more 
harmonious relations between the borrowers and labor 
and help to insure a higher standard of living and 
improved working conditions for the borrowers' personnel. 


Funetion 17. 
Activity 1. 


Il. 


Safety 


Accident Prevention and Safety 


Details of Activity 


A. 


The nature and scope of this activity are to 
collaborate with the Labor Relations and Safety 
Section in advising and assisting the borrowers 
on matters pertaining to the prevention of 
accidents and the promotion of safe operating 
practices through correspondence and field con- 
tacts, giving special consideration to the pur- 
chase and proper use of approved tools and work 


equipment. 


This activity is handled by Cooperatives’ Opera- 
tions Division through the Rerional Offices and 
the Labor Relations and Safety Section. In 
those areas where the safety and job training 
program has not been started, this activity is 
carried on in the field largely through the 
Regional staff. 


To much human meat has been roasted in the elec- 
tric industry. In 1941 the ineuguration and 
maintenance of electric service on the lines of 
REA borrowers consumed the lives of 23 men. 

This accident rate is appalling in comparison 

to that of the industry as a whole. The in- 
terests of humanity, as well as operating economy 
demanded a program to bring the loss of life and 
limb within reasonable limitations. Years of 
experience in the field of accident prevention 
and safety have shown that centralized supervision 
and direction of safety work is essential to the 
attainment of effective results. To this end this 
activity was undertaken. 


The reporting of accidents on a uniform basis wes 
established in 1939, An objective safety and 

job training program was undertaken in 1941 as 

& result cf a study of the causes of accidents 

on REA systems. In 1943, the redesizned operating 
report provided space for reporting the number of 
accidents as well as the number of hours worked , 
from which the frequency rate of accidents can 

be determined. 
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Ls 


EK. These changes were made in an attempt to eliminate 


the causes of accidents, to establish standards 
of reporting and to reduce insurance costs. 


F, The age of the borrower has little effect on the 


detail of this activity. The turnover of personnel 
on the borrowers’! systems is quite high. Although 
the new men may have had considerable experience 
on electric lines, generally such experience has 
been with lower voltage and different construction 
than is found on the borrowers! systems. 


G. This activity has resulted in a reduction in the 


loss of life and injury to the borrowers‘ personnel. 
It has tended to eliminate unsafe tools and work 
equipment. One of the accomplishments of this 
activity has been to make the borrowers' personnel 
safety conscious. This activity is a mortgagee - 
mortgagor relationship. 


This activity should be continued and intensified. 

Any real reduction of insurance costs to REA borrowers 
must come through a decrease in the number of acci- 
dents. If the number of accidents is to be decreased, 
constant emphasis must be placed upon safety. This 

is particularly true in the case of acquisitions 
where unfamiliar construction and voltages are en- 
countered. 


It is recommended that a revision in the operating re- 
port should be made to show the number of accidents, 
nature and cause of the accidents, and the man-hours 
lost as a result of such accidents. It is also recom- 
mended that the "REA Lineman” be revived. 


Our work under this activity has been received by the 
borrowers with enthusiasm as indicated by numerous 
letters in our files. We are interested inthis 
activity both from the standpoint of humanitarianism 
and reduction of operating expenses. To this end any 
assistance from an agency of the borrowers will be 
deneficial. 
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Function 18. 


Activity 


1. 


Il. 


Cooperatives! Development 


Development of Devices and Programs to Increase the 
Use of Electric Service by Members of the Borrowers 


Details of Activity 


Ae 


The nature and scope of this activity are to 
advise and assist borrowers in the developmeht, 
selection and use of electrical equipment, de- 
vices and appliances best suited in their 
application to the farmstead; to evaluate the 
performance cf consumer apparatus and to formu- 
late performance standards and specifications 
for such apparatus and to formulate programs to 
increase the use of electric service by members 
of the borrowers. 


The Cooperatives’ Operations Division, Applica- 


tions and Loans and Technical Standards Divisions 
are engaged in this activity. In Cooperatives' 
Operations, this activity ie handled through 

the Regional Offices and their field staffs. 
Under this activity Cooperatives’ Operations 
Division promotes the application of electricity 
to domestic, agricultural and commercial activi- 
ties on the individual systems and collaborates 
with Technical Standards Division in evaluating 
performance of consumer apparatus and in formu- 
lating performance standards and specifications 
for such apparatus. Mass demonstration activi- 
ties and mess purchases of farm and home electri- 
cal applianoes and equipment are handled by 
Applications and Loans Division. 


This activity was undertaken to increase the use 
of electricity by members of the borrowers to the 
end that the borrowers’ revenues would be suffi- 
cient to meet all obligations and expenses, thus 
assuring payout, while at the same time improving 
the standard of living in the rural areas by 
adapting the use of electricity to the domestic 
and agricultural needs of the farm. 


Originally this activity was handled by the Util-~ 
ization Division. All promotional activities 

and the associated personnel were transferred to 
the Cooperatives’ Operations Division under 
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General Order No. 147 and the work of evaluating 
performance of equipment, as well as fixing stan- 
dards and specifications, was transferred to the 
Technical Standards Division by that order. In 
July, 1942 the mass demonstration and mass purchases 
of appliances and equipment phases of this activity 
were transferred to the Applications and Loand Divi- 
Sion. These promotional activities were carried on 
under the general direction of the Regional Offices 
and were handled in the field by Utilization Repre- 
sentatives and Home Economists. In the late spring 
of 1942 it became necessary to discontinue the 

field activities of the Home Rconomists and they 
were returned to St. Louis headquarters. Later, 
those remaining with REA were given other duties in 
the Applications and Loans Division. 


This activity was naturally a function of operations 
end was placed under Cooperatives’ Operattions Divi- 
sion when this Division was established in 1940. 
Budgetary limitations among cther considerations 
made it necessary to discontinue the field work of 
the Iiome Economists. 


There is less detail work under this activity on 
existing borrowers who are well on their way to pay- 
out than on new borrowers or existing borrowers who 
are in financial difficulty. However, in promoting 
general programs for the use of electricity in 
Agricultural production the systems in rood finan- 
cial condition cannot be nerlected. 


This activity has alleviated the drudgery of farm 

work by bringing the comforts, conveniences and neces- 
sities of the urban community to the farm. It has 
enabled the farmer to secure needed and useful inex- 
pensive apparatus and equipment for the economic 
operation of his farm. During the present emergency 
this acvivity has relieved the serious farm labor 
shortage, thus maintaining food production and pro~ 
viding for preservation for current and surplus stocks. 
All of these accomplishments have contributed materially 
to the existing favorable financial condition of the 
borrowers. 


This is an activity which stems from the provisions of 
the RE Act. 


iii. 


This activity should be continued and after the 
war it should be intensified. It is recommended 


~that all promotional phases of the activity be 


handled by one Division. The object of this work 
is to assure payout and as such it is a natural 
part of the work of oper:tion. The mass purchase 
of appliances and equipment is in the nature of a 
group purchase actvity and all group purchase pro- 
grams should be handied by one Division. 


Our interest in this activity stems from the RE Act 
and the general interest of the mortgagee in payout 
of the borrower. To this end any assistance ren- 
dered by an agency of the borrower is beneficial, 
but in the establishment of performance standards 
and specifications of apparatus, impartiality is 
essential, 
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Function 19, 
Activity 1. 


UB 


tii. 


Systems! Billings and Collection Procedure. 


Collection of Accounts. 


Details of Activity. 


A. 


> 
. 
° 


* 


The nature and scope of this activity are to ad- 
vise, assist and direct the borrowers in the 
collection of energy and other accounts receivable 
and to approve the disvosition on uncollectibls 
accounts, 


This activity is handled by C.0.). through the 
Regional Offices with the assistance of the 
Systems! Performance Section. 


This activity was started to assure collection of 
revenue, to prevent the accumulation of dcelinauent 
accounts, and to establish uniform collection 
policies, all to the end of assuring payout. 


No changes have been made. 
None, 


With new borrowers the emphasis uncer this 

activity is on the establishment’ of a definite and 
sound collection policy. On existing borrowers the 
financial condition of the system has little effect. 
The collection of accounts receivable is an index of 
Management and the borrowers must be ¢iven the same 
attention rezardless of their financial condition. 


This activity has tended to bring about uniformity 
in collection policies and procedures of the borrow- 
ers. It hes reduced the outstanding accounts 
receivable. This activity has imoroved the manage- 
ment, reduced discrimination, and improved public 
relations, 


This activity should be siven contimed emohasis. The 
value of maintaining this activity is demonstrated by 
the low ratio of delinouent accounts to the total 
revenue of the borrowers. “Ytvery dollar of revenue ig 
earmarked for the zovernment until the morteave is ree 
paid, Consequently, this is a staff activity of the 
nortgacee. 
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Function 19, 
Activity 2. 


Ld; 


EIT, 


Systems' Billing and Collection Procedure. 


Meter Reading and Billing. 


Details of Activity. 


Ao 


The nature and scope of this activity are to ad- 
vise and assist the borrowers in the establishment 
of meter reading and billing procedures with 
particular emphasis on economy of operation. 


This activity is handled by C.0.D. through the 
Regional Offices with the assistance of Systems! 
Performance Section. 


This activity was undertaken to develop methods 
of meter reading and billing economically adapt- 
able to rural use in the interests of assuring 
payout, 


No chances have taken place. 

None. 

In the case of new borrowers the emphasis is on 
the establishment of the most satisfactory method 
of meter reading and billing at the beginning of 


operations. 


On existing borrowers the emphasis is on improving 
existing procedures in the interest of economy. 


More attention is given those borrowers in financial 


difficulty. 


This activity has developed and proved the feasi- 
bility of self-reading and self-billing and has 
brought about more economical operation, including 
savings in gasoline, rubber, transportation equin- 
ment and labor, It has improved the spirit of 
cooperativeness., 


This is a mortgagee - mortgagor relationship. 


This activity should be continued in the interest of 
economical operation, Sxoerience has shown that 
self-reading will effect average savings of 50% of 
the meter reading and billing costs while the use 
of self-reading and self-billing will reduce this 
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III. Cont'd. 


another 25%, The selection of the method of 

meter reading and billing to secure the most 
economical operation of the property is an indivi- 
dual problem on each system depending on the size, 
layout, type of member and many local factors. 
Alterations in the borrower's property may reouire 

a change in the method of meter reading and billing, 
if the overall efficiency of operation is not to be 
imoaired, In many cases overall economy of operation 
and other factors still make manual reading desirable. 
In most cases group or "central" billing has been 
found desirable. This is true in the T.V.A. area, 


While in some of its aspects this activity lends 
itself to group operation it is necessary that the 
mortgagee keep control of this item of expense. 
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Function 20. 
Activity 1. 


tr. 


IDSs 


Revorts. 


RSA Personnel Reports from Field 


Details of Activity. 


A. 


The nature and scope of this activity are to 
examine reports from Auditors and other RiA 

personnel originating from field trips and to 
take appropriate action on operating matters. 


C.0.D. handles this activity through the 
Regional Offices and collaborates with other 
Divisions where necessary. 


This activity was started to assure proper 
handling of all operating problems coming to 
the attention of REA personnel through field 
contacts. 


Prior to July 1942 the reports from the field 
were sent to the Administrator's office only 
when he requested them or when the Divisions 
thought it desirable to call some matter to 
his attention. It was also true that this 
Division received reports from other Divisions 
only sporadically before July 1942. The 
Administrator's Memorandum of July 24, 1942 
directed that one copy of all field reports be 
sent to the Administrator's office. Until 
recently, information in a report from one 
Division pertinent to the work of another 
Division was called to the attention of the 
latter Division by the Administrator's office, 


The changes effected in July 1942 were made pur- 
suant to the direction of the Administrator, 


This activity is independent of the age or 
financial condition of the borrowers. 


The information secured through the reports of 
other Divisions increases the assistance which we. 
are able to give the borrowers on operating prob- 
lems, 


This activity should be continued and ways and means 
of bringing about closer collaboration between the 
Divisions are desirable, . There have been many 


&8 


ba i 


Cont! d. 


instances where confidential information from field 
reports has been passed on to outside sources. In 
order to secure honest reports from the field, while 
at the same time getting the maximum efficiency from 
the staff of REA, this must be stopped. 
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Function 20, 
Activity 2. 


i he 


Iii, 


Reports. 


Minutes of Board and Annual Meetings. 


Details of Activity. 


Ae 


The nature and scope of this activity are to 
examine minutes of the meetings of the Board of 
Directors and of the meetings of the members of 
the cooperative borrowers and to take appropriate 
action thereon. 


The Administrator, C.0.D., A.aL.D., D.& C.D, 
Finance )., Information D. and the Office of 
Solicitor are engaged in this activity. C.0.D. 
handles such operating problems as arise from 
matters contained in these mimtes and collaborates 
with other Divisions where necessary. 


This activity was started to assure that proper 
attention is given to all problems arising from 
action of the board or membership in meetings, 


No changes have been made. 
None, 


This activity is independent of the borrowers! age 
and financial condition, 


This activity enables us to keep informed of 
official action of the borrowers permitting a 
maximum of assistance to the borrowers on operat= 
ing problems. Through these media we have been 
able to help the borrowers in avoiding expensive 
Changes in operation, purchases of unnecessary 
equipment and unwarranted expenditures for other 


purposes, 


This is an activity which is essential in carrying 
out our functions under the R.E, Act, the mortgage 
and the loan contract. 


This activity should be continued. The response of the 
borrowers in submitting the minutes promptly should be 
improved. It is suggested that concerted action by all 
REA personnel at the time of field contact be given ta 
stressing the importance of prompt submission of the 
minutes of all meetings. 


Function 20, 
Activity 3. 


Lis 


Trt 


Reports 


Managers!’ and other Reports from the Borrowers 


Details of Activity. 


A. The nature and scope of this activity are to 
examine Managers! reports to the Boards of 
Directors and other reports originating on the 
borrowers! properties; to advise and assist in the 
preparation of such reports; and to take appropri- 
ate action thereon. 


B. This activity is handled by C,0.D. and such matters 
as affect other Divisions are referred to them for 
their action, 


C, This activity was started to assure proper handling 
of all operating problems coming to our attention 
and to assure that the board and members are fully 
cognizant of all matters requiring their attention. 


D. No changes have been made, 
E None. 


F, Neither age nor financial condition affect th 
detail or scope of this activity. 


G, This activity has apprised us of many operating 
problems which would not have come to our attention 
through other sources. Through assisting the 
Manager in the preparation of his monthly report to 
the board it has tended to keep the board informed. 
Making such reports regularly has a tendency to keep 
the Manager "on his toes." 


This activity should be continued, A simple detailed 
report of the operations of the system is essential to 
intelligent discussion by the Board and to orderly 
handling of the Board's business. RBA should be furnish- 
ed a copy of such reports as a supplement to the monthly 
operating report to keep us informed of many problems 
which do not come to our attention through other sources, 
They also serve as a valuable aid in reviewing action 
taken by the Board as shown by the minutes of the meet 
ing, thus eliminating additional correspondence. 
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Function 21. Overall Business Management assistance, 
Activity 1.- Approval of Energization. 
II. Details of Activity. 


A. The nature and scope of this activity are to 
authorize the energization of new systems and 
new sections of existing systems after determin- 
ing that the borrower is able to satisfactorily 
undertake operations. 


This activity is handled by C.0.D. and 
authorization to energize is given to D, & C. 
Division, 


id 
3 


C. This activity was started to svoid incurrencs 
of liability by the borrower through lack of 
insurance, approved wholesale and retail rates 
and incompetent personnel and to assure the 
ability of the borrower to opsrate the property, 


D. The operations work under this activity was started 
by the old Engineering and Operations Division in 
1940 in order to establish uniformity in handling. 
When originally established the qualifications of 
the borrower's linemen were reviewed for approval 
before authorizing energization. This procedure 
is no longer followed. Now, only a check is made 
to determine whether the borrower has personnel to 
operate the property. 


RB, Reasons for changes given above. 


F, This activity is performed in the initial energize 
tion of a new borrower and in energizing new 
sections of existing borrowers. 


G, This activity has tended to prevent energization 
of the borrowers' facilities before the borrowers 
were prepared for operation, thus promoting 
economy, and preventing possible loss of life and 
unnecessary liability. 


This is a mortgagee-mortgagor relationship. 


Iii, This activity should be continued and it is recommended 
that in the case of new borrowers an Operations Representa- 
tive should spend several days with borrower before 
energization to set up standard practices and procedures 
of operation, including such items as meter reading 
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iits 


Contid 


records, billing and collection policies, 
transformer and meter records, membership records, 
materials and supplies records and to ascertain 
whether the system has qualified operating personnel 
and suitable tools, transvortation, office and work 
equipment. At least two visits should be made, one 
shortly after a Mansger has been hired and construc- 
tion undertaken, and a second at the time of 
energization. Such visits would improve the 
borrower's operations during the initial stages, 
would prevent the borrowers from taking over materials 
from the contractor for which they may have no need, 
and would avoid many costly mistakes. 


This activity is one which is necessary to assure pro- 
tection of the mortgagee's interest and handling by 
an agency of the borrowers would be an unnecessary 
financial burden. 


Function 21. 
Activity 2. 


ii, 


Overall Business Management Assistance. 


Election and Qualification of Board Members. 


Details of Activity. 


A. 


The nature and scope of this activity are to 
advise and assist the borrowers concerning ths 
qualifications and election of Board Members. 


C.0.D., Information D. and the Office of the 
Solicitor are engaged in thie activity. 


This activity was started to assure placing tha 
conduct of the borrowers’ business in competent 
hands thereby protecting the Government's 
security. 


This activity was formerly handled by C.0.D. and 
the Solicitor. The Administrator's Memorandum of 
July 24, 1942 transferred the work of advising 

the borrowers on cooperative principles and 
philosophy to the Information Division. Such work 
is closely related to this activity. 


None. 


This activity applies only to cooperative borrow- 
ere, 


Financial difficulties are usually an indication 

of improper management and often reflect unqualified 
end incapable Board Members which requires more 
detailed attention or effort by our staff. 


Considerable emphasis is given this activity in 
the cages of new borrowers. 


This activity has brought about a better understand- 
ing of the procedures to be followed in the 
nomination and election of Board Members and has 
resulted in an improvement in the quality of the 
Boards through the elimination of political office 
holders, electrical contractors, appliance dealers, 
and others with conflicting interests. 


This is a relationship arising from the general 
interest of the mortgagee in the operation of the 
mortgaged property. 


0 i 


This activity should be continued. It is 
recommended that more attention be given to 
preserving the democratic process in the 
election of the Boarde and to preventing self- 
perpetuation of the Boards, through securing 
active participation of more members in the 
affairs of the borrowers. 


In many inetances where self-perpetuation has 
developed experience indicates that the Boards 
are less amenable to advice and aesistance which 
often reacts to the detriment of the borrower. 
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Function 


Activity 


hls 
eo 


tie 


) 


Overall Business Management Assistance, 
Organizational Responsibilities, 
Details of Activity. 


A. The nature and scone of this activity are to 
advise and assist the borrowers in ths duties 
and responsibilities of the Board, Manaser and 
personnel, 


B. This activity is handled by C.0.D. through the 
Resional Cffices, 


C, This activity was started to provide the 
borrowers with needed advice in the orsanization 
and mannazement of their business to bring about 
more efficient overation, 


D. No changes have been made, 
&. None, 


¥, New borrowers require more attention under this 
activity as financial difficulties often arise 
from poor business organization, 


G, This activity has brought about smoother operation 
of the borrowers' business by delineating the 
duties of the Board, Manager and personnel, thus 
establishing definite lines of authority, 


This is an activity which arises from the 
mortgagee's general interest in the management 
of the mortgased property. 


This activity should be continued, Our experience 
indicates that it is desirable to have a field 
representative visit the borrower immediately after 

a new Manager is hired either at the time of the 
original organization or when subsequent changes are 
made in Managers. In either case a follow up call 
should be made within 30 days to clarify such problems 
as may have arisen, 


Much benefit could be derived by the borrowers through 


group discussion of manegement and organization 
problems under the guidance of REA representatives, 
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Function 21. 
Activity 4. 


ii. 


Iif. 


Overall Business Management Assistance. 


Board and Annual Meetings. 


Details of Activity. 


hoo 


The nature and scope of this activity are to 
advise and assiet the borrowers in the 
preparation for and conduct of Board and Annual 
Meetings and to attend such meetings as required. 


C.0.D. collaborates with the Office of the 
Solicitor and the Information Division in handling 
this activity. 


This activity was started for the purpose of supply- 
ing needed information and guidance for uniform 
conduct of borrowers' meetings in order to assurs 
orderly handling of the borrowers! business. 


The Information Division was brought into the 
handling of this activity in July 1942 when it 
was made responsible for informing the borrowers 
with respect to cooperative principle and 
philosophy, at the same time it was directed 
that attendance of REA representatives at Annual 
and Board Meetings must be approved by the 
Administrator in advance. 


These changes were made pursuant to the 
Administrator's directive of July 24, 1942. 


New borrowers require more attention under this 
activity but old borrowers cannot be neglected 
because changes in Boards and management raise a 
continual demand for this service. 


This activity has tended to speed up the business 
handled at Board and Annusl Meetings by confining 
the discussions to the affairs of the borrower. 
The mortgagee is interested in the efficient 
handling of the borrowers!’ business and this is 
therefore a staff activity. 


This activity should be continued. It is recomnended 
that freater emphasis be placed upon the attendance of 
REA representatives at Board and Annual Meetings, in 
order to promote better relations with the borrowers 
and give a maximum of assistance in handling the 
borrowers’ problems. 
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Function 


Activity 


el. 
Os 


It. 


DE ip 


Overall] Business Management Assistance, 
Borrowers’ Records. 
Netails of Activity. 


A. The nature and scove of this activity are to 
advise and assist the borrowers in setting up 
and maintainins the necessary records incident 
to plant operation. 


B. This activity is handled by C.0.D. through the 
Regional Offices with such assistance as is 
required by Finance Division. 


C. This activity was started to assure uniform and 
adequate records of plant operation in order to 
promote economy and efficiency, 


D. No changes have been made. 
EB. None, 


F, The eetting up of records applies to new 
borrowers while maintenance of records is a 
problem of all borrowers. 


G, This activity has made it possible to establish 
standarde of reporting on plant operation and to 
keep uniform statistics on operation of the 
borrowers, 


This activity arises from our interest as a 
mortgagee and from the R,=. Act which authorizes 
the Administrator to make studies and reports. 


This activity should be contimed, It is recommended 
that the various forms now in use by the borrowers 

for maintaining plant operating records, but not includ- 
ing financial and accounting records, be reviewed by 
R®A after which standards can be established for the 
use of all borrowers. Sets of these standard forms 
with detailed instructions on their preparation and 
use would then be furnished to each borrower and our 
field representatives, This recommendation is made 
in the interests of simplifying as well as standardiz- 
ing both the borrowers’ basic opsrating records and 
the operating reports to the end that borrowers! 
personnel may furnish the information required for 
intelligent operation with a modicum of effort, 
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Function 


Activity 


AAG 
6, 


i 


Lids 


Overall Business Management Assistance, 


Comolaints and Queries, 


Details of Activity. 


The nature and ecope of this activity are to 
make proper disvosition of complaints and 
nueries concerning operating problems, includ- 
ing making such investigations as may be 
necessary, and to taxe appropriate action 
thereon by correspondence and personal contact, 


¢,0.D., handles this activity through the 
Regional Offices with such assistance from 
other Divisions as may be required, 


This activity was started to assure prompt 
handling of inquiries directed to RUA, 


Handling of complaints and queries within RNA 

was standardized in July 1942. Since that 

time all incoming correspondence not originat—- 

ine from the borrowers or ovr field representatives 
ig referred directly to the Administrator, The 
outgoing correspondence regarding such matters is 
prepared for the sisnatare of the Administrator 

or such individusel as may be designated by hin, 
Prior to this time handling of such matters within 
RA was somewhat haphazard. 


To establish a uniform method of handling 
complaints and queries in conformance with the 
Administrator's memorandum of July 24, 1942, 


This activity has no relationship to the age or 
financial condition of the borrowers. 


This activity has contributed materially to the 
food public relations of R&A, 


It has servec to keep the Administrator advised 
as to the degree of public acceptance of the 
nrogram and has ascured orompt handling of such 
matters through centralization of query and reply 
in his office. This is a general activity inci- 
dent to the administration of the R.#, Act. 


This activity should be continued as it is essential 
to the administration of the R.E. Act, 
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Function 1. Overall Business Management Assistance. 
Activity 7. Membershio Camaigns. 
Il. Details of Activity. 


A, The nature and scope of this activity are to 
advise and assist the borrowers in conducting 
Campaigns to secure new members and on acquired 
properties to convert the consumers to members, 


B, This activity is handled by C.0.D. and A.&b.D. 
The A.@L.D, handles this work prior to energiza- 
tion of a new system, or section, and prior to 
Closing of an acquisition, After energization 
or in cese of an acouisition after closing the 
C.0.D. becomes responsible for carrying out the 
work under this activity. 


C. This activity was started to promote the 
extension of service to the fermers on an srea 
basis, to increase revenues, and to eschew 
liability from Federal income taxes all to the 
end of promoting payout. 


D. No chanees have been made, 
K. None, 


F, In converting consumers to members on acquisitions 
the aze and financial condition of the cooperative 
makes no difference. 


Area coverage is one of the objectivee of RUA 
under the R,U, Act and new membership camoaigns 
are important on all borrowers, However, greater 
emhasis mist be given the activity on new 
borrowers and existing borrowers experiencing 
financial difficulty in order to increase revenus. 


G, This activity has contributed materially in the 
exoansion of electric service after energization 
beth through extension into unserved areas and in 
connecting unserved consumers along existing lines, 
This has increased revenue, In addition the 
conversion of consumers to members on cooveratives 
keepe expenses at a minimum since liability for 
Federal income taxes depends on the ratio of 
revenue from non-members to the cooperative's erass 
revenue, 


This activity stems from the R.#. Act as well as 
the mortgaree's interest in payout of the borrower. 


LEE 


This activity should be continued until all farms 
receive electric service and until all existing 
consumers are members, Benefit could be derived 
from groups of the borrowers working together in 
cooperation with RYA, In several cases this has 
been tried and has proved successful, 


TO? 


Function 21. 
Activity 8, 


Lig 


1G & 


Overall Business Management Assistance. 
Newsletters and Fublicity. 
Detrils of Activity. 


A. The nature and scove of this activity are to 
advise and assist the borrowers in establishing 
news media for information and guidance of the 
members and to collaborate with the Information 
Division in publicizing the activities of the 
borrowerg, 


B, C.0.D. handles this activity through the 
Regional Offices collaborating with the Information 
Divisio Nhe 


CG, This activity was started to promote and keep 
alive the cooperative principles and vhilosophy; 
tc keep the public informed of the progress of 
the borrowers and to promote the program of RUA 
generally. 


D. No changes have been made. 
BE, None, 


F, Age and financial condition make little difference 
in the scope and detail of this activity. The 
work of initiating a newsletter in many cases 
contimes long after energization and the problem 
of keeping it alive is little different, 


G. The accomplishments of this activity are directly 
related to the accomlishments of the newsletter 
itself, The newsletter has served the REA program 
in many ways. It has helped in putting over self.. 
meter reading and self-billing, in the promotion 
of membership campaigns, in bringing to the 
attention of the members wartime regulations on 
the extension of service and purchase of equipment 
and appliances and in promoting the use of 
electricity in rural areas. There is no doubt that 
the use of a newsletter has brought about closer 
cooperation among the members, 


This activity should be continued so that the members 
may be kept currently advised of war regulations, the 
construction, care and use of appliances and devices 
that will increase food production and promote better 
standards of living, the financial and general operat~ 
ing condition of their cooperatives as well as other 
news of importance to themselves and their neighbors, 
This should remain a staff activity to avoid the 
Possibility of commerciali zation, : 
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Function 21. 
Activity 9. 


IT: 


Tit. 


Overall Business Management Assistance. 


Utility Activities. 


Details of Activity. 


4. 


G. 


The nature and scope of this activity are to 
advise and assist the borrowers in establishing 
methods of protection against attacks by 
utilities, which might consist of propaganda, 
lobbying for adverse legislation or the 
construction of "spite lines". 


C.0,D. handles this activity through the 
Regional Offices collaborating with the 
Information Division and the Office of the 
Solicitor, 


This activity was started to protect the 
interest of the borrower and thereby insure the 
Government's loan. 


No changes have been made. 
None, 


Age and financial condition make little 
difference in the scope and detail of this 
activity, Adverse legislation and propaganda 
affect all borrowers regardless of their age 

or financial condition. This is also true of 
spite line activities as these may occur prior 
to construction or energization of a section as 
well as of a system. 


Through advice from REA numerous cases of propos- 
ed adverse lerislation have been halted through 
prompt action on the part of the borrowers by 
bringing to the attention of the legislative 
bodies all the facts pertaining to the case. 


This activity stems from the mortgagor-~—mortgagee 
relationship. 


This activity should be continued as long as the 
borrower is subject to utility attacks. A strong 
agency of the borrowers devoted exclusively to their 
interest, could handle thie activity. 
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Function 21, 
Activity 10, 


AGL 


Til, 


Overall Business Management Assistance. 


Borrowers! Miscellaneous Non-Slectric Properties, 


Details of Activity. 


A> 


The nature and scope of this activity are to 
advise and assist the borrowers in all phases 
of the operation of miscellaneous acquired non- 
electric properties, 


C.0.D, is engaged in this activity, The 
Equipment Service Section handles locker plants 
while other properties are handled by the 
Reeglonal Offices. 


This activity was started to assure payout of 
miscellaneous non-electric properties. 


Originally the operation of locker plants was 
handled through the Regional Offices, Since the 
middle of 1941, this work has been handled through 
the Equipment Service Section, 


This change was made because there were only a 
small number of locker plants and it was desir— 
able to handle their operation through one 
section, 


Generally the age and financial condition of the 
borrowers have little effect on this activity. 


This activity has contributed to the efficient 
operation of the non-electric properties owned 
by the borrowers. 


This activity arises from the R.3. Act and the 
mortgage and loan contracts. 


As long as the acquisition of non-electric properties 
is continued it will be necessary to continue this 
activity. Such acquisitions should be avoided and it 
would be desirable to dispose of as many existing non~ 
electric vroperties as possible. 


Function 21, Overall Business Management Assistance, 
Activity 11. Construction Budget Adjustments. 
II, Details of Activity. 


A. The nature and scope of this activity are to 
apnrove changes in the construction budgets of 
the borrowers in order to provide for advance of 
funds for capital assets. 


B,  C.0.De, AsdbsDs PD. COsDs5 Finances Division and 
Office of Solicitor, 


C. This activity was started to maintain a systematic 
control of the funds established under the various 
budget items. 


D, There have been many changes in the handling of 
this activity. Generally these chanses have been 
made to formalize procedure and keep all Line 
Divisions advised of the state of the construction 
budget. When the present budgetary control system 
was set up in the latter part of 1940 adjustments 
were made by teleghone request from one of the 
Regional Heads without the knowledge of others 
interested in such changes, Late in 1941 this 
~rocedure was changed and it became necessary to 
request an adjustment in writing. In 1942 the 
existing procedure was adopted requiring approval. 
of the four Line Divisions and the Office of 
Solicitor were affected. 


E, These changes were made to keep all the interested 
Divisions informed of any and all adjustments in 
the borrowers’ budgets, 


¥, The scope of the activity is unaffected by the 
borrowers! age and financial condition but the 
detail work diminishes as the systems becoms 
older or improve their financial position, 


G. This activity has not only improved our internal 
control over adjustments in the construction budgets 
but has also effectuated closer supervision of 
capital expenditures by the borrowers, 


This is a staff function essential to administra—- 
tion of the Act, 


IiI, This activity should be continued in order to maintain 
effective administration of the REA program under the 
Act, 


105 


Function 21, 
Activity 12, 


If. 


iit, 


Overall Business Management Assistance, 
Consolidations and Disintegrations, 
Detaile of Activity. 


A. The nature and scope of this activity are to 
make recommendations to the Administrator 
concerning consolidations or disintegrations 
of systems and to carry on negotiations to 
that end with the borrowers. 


B, All of the Line Divisions and the Office of 
the Solicitor are engaged in this activity. 


CG, This activity was started for the purpose of 
promoting efficient operation of the . 
borrowers! proverties either through consolida- 
tion or disintegration. 


D, No changes have been made, 
EH. None, 


FP, Financial condition of the borrowers is the 
primary factor in this activity but it is not 
the only item to be considered, 


G. This activity has tended to bring about mre 
efficient operation of the borrowers and hag 
increased the possibility of payout. 


This activity arises from the mortgagee-mortgagor 
relationship. 


This activity should be continued, This activity 
arises out of our regular analysis of the financial 
condition and operation of the borrowers, Many 

factors mst be considered in making recommenda ions 
for consolidations or disintegrations, Hach case 
presents an individual problem and meat be decided on 
its merits, In the future expansion of the REA program 
serious consideration should be given to optimum size 
of the borrowers’ proverty,. 
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